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It takes all kinds of bodies, but... 


THERE’S NOTHING LIKE THE 


WHITE 3000! 


Here are only a few of the many different jobs the 
White 3000 is doing for the New York City Transit 
Authority . . . who want maximum maneuver- DUMP TRUCK work handled by this White 3020 re 
ability and space-savings for Manhattan's traffic- quires best maneuverability in congested areas, amon 
congested streets. They call on the White 3000— elevated pillars, in garages. Used for coal, asphal, sand, 
tomorrow’s truck today! gravel and debris. 












POWER DEPARTMENT handles crew and equipment TRACK-LAYING UNIT—Less traffic and passenger 
with real savings in overall length with this White 3000 service tie-up with this White 3000 used for track 
with extra crew compartment. laying on surface lines. 
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UTILITY WORK gets done faster by White 3000. Its CABLE REEL TRUCK—Plenty of body capacity and room 
modern design saves time in traffic and its compact for crew without going to longer overall length. Savts 
styling saves garaging space and room on the streets. traffic time for power department. 


THE WHITE MOTOR COMPAN! 
Cleveland 1, Ohio 






For more than 50 years 


SUPER POWER the greatest name in trucks 
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for federal and state regulation of both 
privately owned and operated utilities and 
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B&W Radiant Boiler with Cyclone Furnaces, Pressure- 
Firing, Cyclone Steam Separators and Reheat for the 
Niles Station of Ohio Edison Co. Each of the two units 
in this station has a maximum continuous steam capacity 
of 885,000 Ib per hr. Design pressure is 1650 psi, 
with pressure at superheater outlet 1485 psi. Final 
steam temperature is 1000 F with reheat to 1000 F. 
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Reflecting the need for additional power fa- 
cilities in the area it serves, Niles Station is a 
tribute to the foresight of executives of Ohio 
Edison Company and its consulting engineers, 
Commonwealth Associates, Inc. Built into this 
new station are many technical advances to 
achieve economical construction costs while as- 
suring efficient long-range power generation. 
For example, the two B&W Boilers for Niles 
Station, the first of which is now on the line, 
incorporate such engineering features as: 


Cyclone Furnaces for efficient use of low 
grade coals, with provision for burning 
oil or gas when conditions warrant. 


Pressure-Firing, with elimination of in- 
duced draft fans. 


Cyclone Steam-Separators for natural cir- 
culation and high-purity steam to the 
turbine. 


High superheated and reheated steam 
temperatures. 


Elimination of Heavy Fly-Ash Discharge 
with Cyclone Furnaces 


Cyclone Furnace Boilers offer many advantages. 
One important feature is the elimination of 
heavy fly-ash discharge from the stack. Most of 
the ash from the burning coal is melted into easy- 
to-handle slag right in the Cyclone Furnace. 
This ash never gets into the gas stream, with 
the result that dust loading to the stack is re- 
duced to very small amounts .. . often less than 
that specified by dust loading codes. The Cy- 
clone Furnace offers many other benefits. 
Through simplification of the entire process 
of coal preparation, combustion, ash segrega- 


ealyclone furnace boiler 


tion, and ash handling, it makes possible econ- 
omies in initial cost, operating labor and fuel 
consumption. Maintenance costs are cut because 
so much maintenance-causing machinery is 
eliminated. 


Higher Efficiency, Less Maintenance 
Through Pressure-Firing 


Lower fuel consumption, easier operation, and 
less maintenance are made possible by pressure- 
firing and the elimination of induced draft fans. 
There is also a savings in auxiliary power con- 
sumption since the forced draft fan alone re- 
quires less power than that needed for a com- 
bination of forced and induced draft. 


Positive Circulation, Clean Steam 
with Cyclone Separators 


Adequate circulation of water throughout the 
unit is assured with safety by B&W’s efficient 
Cyclone Steam Separators. Located inside the 
drum, these simple, stationary devices require 
no power, need no maintenance, do not take 
up building room. In conjunction with Steam 
Scrubbers, the Cyclone Separators make it pos- 
sible to send steam of highest purity to the tur- 
bine, contributing to greater turbine efficiency 
and decreasing the amount of turbine cleaning 
required. 


* * * * * * * * * * 


These and many other modern advances in com- 
bustion and high-pressure, high-temperature 
steam generation are available to you. We will 
be glad to discuss them with you in connection 
with your future plans. The Babcock & Wilcox 
Company, Boiler Division, 161 East 42nd Street, 
New York 17, N. Y. 


BABCO 
« WILCOX 


BOILER 
DIVISION 
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nN this issue goes to press, the U. S. 
Supreme Court had not rendered its 
decision in the controversial Phillips Pe- 
troleum Company Case, which has been 
under advisement since April 6th. Since 
there was a chance that the U. S. Supreme 
Court would hand down such a decision 
just before the distribution of this issue, 
we find ourselves possibly caught in the 
limitations of editorial lag, which has long 
been an insoluble problem. 


But, actually, what the Supreme Court 
may do about the issue in this or other 
regulatory questions is apparently not to be 
regarded as necessarily final. The issue in 
this case, of course, is whether the Fed- 
eral Power Commission will be required 
to exercise regulatory control over inde- 
pendent producers of natural gas such as 
the Phillips Petroleum Company. 


TuHE finality of U. S. Supreme Court 
decisions has twice been circumvented by 
direct congressional action in the 83rd 
Congress alone. First, there was the cele- 
brated “Tidelands Act,” returning title to 
offshore oil and gas deposits to the coastal 
states, after the Supreme Court had de- 
cided that the federal government had 
“paramount interest” in such property. 
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Then, there was the recent “Hinshaw 
amendment” to the Natural Gas Act, ex- 
empting intrastate gas distributing utili- 
ties from the kind of FPC jurisdiction 
which had been upheld by the Supreme 
Court in its East Ohio Gas Company de- 
cision of 1950. 


Wirth all the political lightning in Con- 
gress playing around the question of regu- 
lating gas distributing facilities for rate- 
making purposes, it would be a brave 
prophet indeed who would predict that, 
whatever the Supreme Court decides to 
do in the Phillips Case, it will necessarily 
stay that way. We recall that in 1950 the 
Democratic 81st Congress passed the Kerr 
Bill, which would have annulled FPC 
jurisdiction in such cases, only to have it 
vetoed by former President Truman. 
Looking in exactly the opposite direction, 
the Senate Interstate Commerce Commit- 
tee has recently planned to hold hearings 
on the Ferguson Bill, which would require 
the FPC not only to exercise such juris- 
diction, but to go back to its traditional 
original cost rate base approach—from 
which it recently departed in its Panhandle 
Eastern Pipe Line decision. In that case, 
the FPC majority adopted a “fair field 
price,” for company-owned production, as 
a straight expense item. 
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olumbia Gas System 


delivers a modern miracle 
24 Hours-A-Day! . 


% 


© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 





PAGES WITH THE EDITORS (Continued) 


— these two opposite legislative 
viewpoints both still strongly repre- 
sented in Congress, it is not unlikely that 
there will be more legislative repercus- 
sions, whatever the highest court may de- 
cide in the Phillips Case. Whether any 
actual law making will result in the 84th 
Congress (assuming it is too late to ex- 
pect it from the 83rd) is much more de- 
batable. But even such a general statement 
of the situation shows the close relation- 
ship between what the FPC did in its Pan- 
handle Pipe Line decision and what the 
Supreme Court must decide in the Phillips 
Case. 


Ir was for that reason that we asked a 
qualified expert to give us an analysis of 
the over-all picture, plus some comments 
on the outlook possibilities. Our expert is 
Epwarp Fatck, well-known Washington 
consultant. He may be better known to 
some of our readers as the former direc- 
tor of the Office of War Utilities during 
the days of the War Production Board. 
FaLck was born in New York city and 
educated at Columbia University (AB, 
’30; BS Engineering, ’31; MS Engineer- 
ing, 32; University Fellow, ’32, ’33). He 
was director of rates and research for 
TVA from 1933 to 1937, and special as- 
sistant to the vice president of Consoli- 
dated Edison Company of New York from 
1937 to 1942. During World War II, he 
filled various posts with the War Produc- 
tion Board, culminating in his director- 
ship of the Office of War Utilities in 1944. 


* * j%-K * 


HERE is no doubt that the demand for 

gas will increase substantially in the 
future through the addition of residential 
customers, even though the price of gas 
continues to rise. What standards do the 
insurance companies and other important 
institutional investors apply in determin- 
ing their financial commitments in the var- 
ious phases of the natural gas industry: 
production, transmission, and distribu- 
tion? How do the legal restrictions on 
such investments apply and what has been 
the actual financial record? 


In his article beginning on page 652, 
Stuart F. Srttoway, vice president for 
finance of the Mutual Life Insurance 
Company of New York, has taken a look 


8 


JAMES H. COLLINS 


at the basic problems of the natural gas 
industry from the viewpoint of a life in- 
surance executive. Mr. SttLoway, whose 
article is a restatement of an address given 
at the last annual convention of the Inde- 
pendent Natural Gas Pipeline Association, 
is a native of Newburyport, Massachu- 
setts. He is a graduate of Rutgers Pre- 
paratory School, and Wesleyan Univer- 
sity. He began his professional career with 
Kidder, Peabody & Co., and joined the 
Mutual Life Insurance Company in 1933, 
rising to the post of vice president for 
finance in 1953. He lives in New York. 


* * * * 


: is no secret and no joke that in this 
modern H-bomb and jet-speed age 
human beings are becoming obsolete in 
some respects. Planes fly faster than man 
can fly them and remain in one piece. 
Rockets go higher than living organisms 
can endure without elaborate protective 
equipment. The demands of modern 
science for lightning mathematical calcu- 
lation have long made the machine more 
important and more accurate than its hu- 
man inventor. In this issue, beginning page 
660, JaMEs H. Cottrns, business author 
of Hollywood, California, has looked in 
on some of the latest electronic brains— 
“cybernetics” — and other push-button 
equipment. 


THE next number of this magazine will 
be out June 10th. 


Av Gelli, 
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get your Fr AA copy of 


“PUBLIC RELATIONS IN ACTION” 


We’d like you to have a free copy of the 
new twelve page booklet you see above. It 
contains some mighty interesting informa- 
tion for utility people. 

You’ll see how several New England 
public utilities use modern record keeping 
methods, and equipment, to assure them- 
selves not only first class public relations 


but peak operating efficiency, too. This 
booklet deals with almost every public 
relations function facing today’s modern 
public utility. Just write Remington Rand, 
Room 1571, 315 Fourth Avenue, New York 
10, New York, and ask for your copy of 
X1498. There’s no obligation, of course, and 
we think you’ll find an idea or two here. 





PROFIT-BUILDING IDEAS FOR BUSINESS 
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Coming IN THE NEXT ISSUE 


* 


WITH OPPORTUNITIES GO RESPONSIBILITIES 


Walter H. Sammis, president of the Edison Electric Institute, explains the theme to be stressed at 
the twenty-second annual convention of the Edison Electric Institute at Atlantic City, New Jersey, 
June Ist to 4th. 


THE LESSONS OF SEVENTY-FIVE YEARS OF SERVICE—A SYMPOSIUM 


Here is testimony, on the occasion of the Diamond Jubilee of Edison's electric light, from seven 
veteran executives of the electric utility industry: Austin D. Barney, James B. Black, George M. 
Gadsby, H. P. Liversidge, James W. Parker, Frank M. Tait, and Eugene A. Yates. 


ATOMIC POWER AND PRIVATE INDUSTRY 


The Honorable W. Sterling Cole, U. S. Representative from New York and chairman of the Joint 
Congressional Committee on Atomic Energy, has given us a special statement on the importance 
of co-operation between the Atomic Energy Commission and the electric utility industry. 


FEDERAL POWER POLICY 


The Assistant Secretary of the Interior Department, Fred G. Aandahl, explains the attitude of the 
Interior Department in important policy interpretation affecting the relationship between the federal 
government and electric utilities. 


OBSERVATIONS ON PRIVATE VERSUS PUBLIC POWER 


One of the nation's leading electric utility system executives, Philip Sporn, president of the American 
Gas & Electric Company, makes a careful analytical study of the problems, past and present, in the 
controversy between public and private ownership. This is used as a background for pertinent com- 


ment on future outlook. 


PARTNERSHIP PROVIDES SOLUTION TO NORTHWEST POWER SITUATION 
The president of a group of Northwest electric utilities, Kinsey M. Robinson, himself a noted electric 


utility executive, explains their co-operative approach to the power supply problems in that area. 


AN REA LOOK AT INDUSTRY CO-OPERATION 
Ancher Nelsen, Administrator of REA, discusses the stakes involved and the present administration's 
attitude on the tasks still to be done in electrifying rural America. 
A LOOK AT THE NEW FEDERAL POWER POLICY 
E. Robert de Luccia, a former FPC engineer, now in private industry service, throws light from the 
engineering point of view on power policy questions, with special emphasis on what lies ahead. 
HYDROELECTRIC POWER DEVELOPMENT UNDER FEDERAL LAW 


The Honorable Jerome K. Kuykendall, chairman of the Federal Power Commission, recently made 
an important statement before the American Power Conference, which is presented in condensed 


text in the review department. 


* 


Al SO .... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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OTHER INDUSTRY 


(capital turnover several times 


RECORDING & S 


PUBLIC UTILITY INDUSTRY 


a year) (capital turnover once in several years) 


Low return on high capital investment leaves 
little margin for error. That’s why swift, accu- 
rate, economical analyses of your billing are 
imperative to maintain revenues at the max- 


imum level. 


You can be absolutely sure of getting all 
three when R&S prepares your monthly billing 
analyses. We have the staff and special ma- 
chines of our own invention that will turn out 
the work in half the time and at half the cost 


of preparation by your own personnel. 


Rate engineers of utility companies all over 
the country who use R&S analyses know how 
invaluable they are in securing favorable de- 
cisions in rate cases, because Public Service 
Commissions know and respect the thorough- 
ness of R&S analyses. 


Write, or call R&S today — there is no 
charge for consultation or estimates! 





TATISTICAL CORPORATION 


“Bring your figures up to date— bring them to R & S” 


100 Sixth 


Avenue * New York 13, N.Y. 
WOrth 6-2700 


(a gain 2m iain remain 





C4aukeble Coke 


“There never was in the world two opinions alike.” 


CHARLES F. KETTERING 
Director and research consultant, 
General Motors Corporation. 


WILLIAM RANDOLPH HEARST 
Late publisher. 


Sir WINSTON CHURCHILL 
Prime Minister of Great Britain. 


SUMNER H. SLICHTER 
Lamont professor of economics, 
Harvard University. 


SINCLAIR WEEKS 
Secretary of Commerce. 


Henry B. pu Pont 
Vice president, E. I. du Pont 
de Nemours & Company, Inc. 


Earv C. BUNTING 
Managing director, National Asso- 
ciation of Manufacturers. 


HERBERT HooveR 
Former President of the 
United States. 


GEORGE RoTHWELL BROWN 


Columnist. 


Excerpt from 1953 annual report, 
Pacific Gas and Electric Company. 


—MOoNTAIGNE 
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. a cross-section education may be as good or 
better than knowing everything about one thing.” 


* 


“Let us distinguish between the creation of wealth 
for the community and the extortion of wealth from 


the community.” 
* 


“[ There] is no country in the world where the process 
of self-criticism and self-correction is more active than 
in the United States.” 


“Conservatism does not consist of assuming that the 
most optimistic expectations will turn out. That is un- 
warranted gambling, not conservatism.” 


. 


“Business has the money for the most creative and 
aggressive sales promotion in years. Spend that money 
today as an investment in tomorrow’s sales.” 


“Nothing must be allowed to handicap or impede the 
development of those industries which are essential to 
the national security and the national defense.” 


> 


“Tf we are interested in the survival of our way of 
life, the average American must be made intelligent 
in regard to our economic system . . . in America, the 
job is to preserve incentives among all groups.” 


¥ 


“We could both cure the budget deficit and many of 
the pains of taxes without lessening our effectiveness 
in defense or in the needed functions of government if 
we could now have a period of self-denial and patience.” 


° 


“The spotlight of congressional investigation has been 
turned on a vast bureaucracy [federal housing], work- 
ing in secret for twenty years, and conducted with all 
the signs of inefficiency that characterize government 
when it goes into political competition with industry and 
business under the American free enterprise system.” 


* 


“The democratic character of the ownership of mod- 
ern corporations is often overlooked. Anyone, regard- 
less of race, creed, or national origin, can freely partici- 
pate in such ownership upon the purchase of a single 
share of stock. Yet, many apparently still believe that 
the privilege of stock ownership is restricted in some 
manner. A broader base for the ownership of American 
industry will do much toward a better understanding 
of our economic system.” 
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by cleaning your racks with i. 


a 


*% ee ae be 
Newport News yo 


a 


Mechanical Rake 


Keeping racks clean is essential wherever a few inches of 
head loss can reduce output of the wheels. 


One company calculated the capitalized value of each inch 
of head gained at its plant as $6,000. Measured in terms of 
the value of additional power output, a Newport News 
rack rake installed at this plant is paying for itself 
over and over again the year ’round. 


Power-operated to clean trash racks at water intakes of 
hydroelectric plants, steam plants, pumping stations, canals 
and similar installations, the Newport News Mechanical ; 
a Write for your copy of 
Rack Rake reduces a major hand-labor task to one of » “RACK RAKE,” an il- 
minor periodic activity. Mame || lustrated booklet de- 
scribing the opera- 
; — ; P ti d advantages 
Under ordinary conditions, one man per shift can, f \ prc atie Es 


with a Newport News Mechanical Rack Rake, Mechanical Rack 
\\ Rake. Use the con- 
keep the racks clean for a dozen bays. i aahaan- commit 


$ Newport News Shipbuilding and Dry Dock Company 
Dept. PUF-5-27, Newport News, Virginia 


e 
EWPORT NEWS. 200008 0007 of Roce axe” 


- a : Name RAR Rie. =, te Title 
Shipbuilding and Company 
Dry Dock Company Address 
Newport News, Virginia City. 




















REMARKABLE REMARKS—( Continued) 


RAYMOND MOLEY 
Columnist. 


Excerpt from New England Letter, 
published by The First National 
Bank of Boston. 


RicHArRD L. BowpITcH 
President, Chamber of Commerce 
of the United States. 


H. C. McCLeLtLtan 
President, National Association of 
Manufacturers. 


ALLAN SHIVERS 
Governor of Texas. 


P. NICHOLS 
Treasurer, Atlantic Coast Line 
Railroad. 


EuGENE S. LouGHLIN 
Chairman, Connecticut Public 
Utilities Commission. 


“.. the purpose of taxation is to raise revenue. Fair- 
ness is an essential element, but fairness does not mean 
merely ‘ability to pay.’ This idea is a part of the Marxian 
expression ‘from each according to his ability, to each 
according to his need.’ ” 

* 


“The stage has been reached where definite steps must 
be taken to remove the farm economy from the strait 
jacket of regimentation and provide a system in keeping 
with the fundamental principles of private enterprise 
that will unleash the energies of free men, the most con- 
structive force in the world.” 


5 


“We used to think that the so-called cultural subjects 
could be left to the studious few; that most of us could 
learn one trade well and safely ignore all other branches 
of learning. Business has discovered that was a mistake. 
Today it is sending junior executives back to school 
to learn history and economics and sociology, or else 
it is importing educators to conduct classes in its own 


plants.” 
* 


“The statesmanlike employer sees to it that the good 
things he believes in are known to his employees, he 
encourages employees to develop new ideas and makes it 
clear that their suggestions are earnestly desired and 
will be adopted if they are worth while. He knows that 
employees must have an escape vent for their gripes. 
They must be free to speak their minds and, if they 
are right, to have something done about it.” 


* 


“It is my humble opinion that the framers of the 
Constitution did not intend to give any individual the 
right to use these privileges and freedoms on the one 
hand while trying to destroy them with the other. Just 
as religious freedom does not include the right to tear 
down your neighbors’ church because you think yours 
better, political freedom should not be used to cloak 
the right hand with protection while the left hand carries 
on dastardly acts of destruction.” 


¥ 


“The prime example of subsidization is air transport 
in the United States. This is where ‘subsidy’ reaches 
the stratosphere, so to speak. . . . For example, the 
National Airport in Washington was constructed by 
the government at a cost of $23,000,000. Commercial 
airlines contributed nothing toward its construction, 
and the property is tax exempt. The Washington Union 
Station was built by the railroads at a cost of $27,000,- 
000 of their own funds and the annual taxes on the 
station property approximate $350,000.” 


> 


“There can be no doubt that highly skilled men 
trained in the mass of detail which busies the commis- 
sion should be available at every stage in the process 
of rendering decisions. But, it is one thing to urge 
the need for expert consultation at every stage in mak- 
ing policy; it is another thing and a very different 
thing to insist that the experts’ judgment must be final. 
The expert sacrifices the insight of common sense to 
the intensity of experience. ‘Experts,’ said one observer, 
‘must always be on tap but never on top.’”’ 
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Almost a half century ago Western Precipitation 

oneered the first commercial application of the 
ow-famous Cottrell Electrical Precipitator to re- 
over Suspensions electrically, and this equipment 
still unsurpassed in its field. 

Subsequently, to provide efficient fly ash recovery 
pr low cost installations, Western Precipitation also 
ioneered the first small tube mechanical recovery 

it — the Multiclone Collector — and this unit 
romptly gained widespread recognition for the 
ew efficiencies it brought to mechanical recovery 
rocesses. 

Combination Multiclone-Precipitator Unit. From 
ese years of experience gained in both Cottrell 
nd Multiclone installations, Western Precipitation 
ecently offered another new development — the 
MP Unit — a unit that combines in one compact 
istallation many of the best features of both elec- 
ical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 

ough a Multiclone section where the heavier 
aterials are removed mechanically. 

The partially-cleaned gases then pass through a 
ottrell section where the very small particles are 
moved electrically. 

This arrangement offers several advantages im- 
rtant to public utilities. Removing the heavier 
articles by the Multiclope process permits the 
uk of the recovery operation to be performed 























his unique background of ex- 
ence in the solution of fly 
sh recovery problems is avail- 
ble from our office nearest you. 
hey give you more complete 
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AND 
OF SUSPENDED MATERIALS FROM GASES & LIiquips 
Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bidg., New York 17 e 1 N. La Salle St. Bldg., Chicago 2 e 1429 Peachtree St. N.E., Atlanta 
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Advantages of the 


Western Precipitation 





(MP Unit 


for recovering solids from stack 
gases in public utility operations 











‘The control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficiency in the solution of fly ash problems are now possible. 


with relatively low-cost equipment. Using a Cottrell 
for the final clean-up insures unusually high re- : 
covery efficiency — approaching theoretically per- . 
fect, if desired. Thus, the CMP combines high ' 
recovery efficiency with low total cost ... and, as | 
shown in the chart above, has the further advan- 
tage that the efficiency curve of the Multiclone 
portion complements that of the Cottrell portion 
— therefore the overall CMP efficiency remains - 
practically uniform at all boiler loads. 


At low boiler loads the recovery efficiency of 
the Cottrell is highest, while that of the Mulfti- 
clone reaches its maximum at high boiler loads. 
But, by combining the two types of equipment 
into a single CMP unit, the efficiency curve 
remains almost flat whether the boiler load is 
low or high. 


With CMP equipment, even small utility com- 
panies can now afford adequate fly ash recovery. 
However, it is important to remember that full 
benefit of the CMP principle can be obtained only 
by a proper balance between the mechanical and 
electrical sections to fit the individual requirements 
of each individual installation. And no organization 
is better equipped to provide this critical “know- 
how” than the organization that provides integrated 
responsibility for Cottrell, Multiclone and CMP 
methods... the Western Precipitation Corporation. 







Western Precipitation Corporation 
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Money-saver 
...9 Ways 


INTERNATIONAL R-110 Series. 115- 
inch wheelbase. 77-inch Service-Utility 
body. GVW ratings, 4,200 to 5,400 Ibs. 


An INTERNATIONAL Truck with Service-Utility body is 
a sure way to keep job installation and service call ex- 
penses down. These specialized trucks from INTERNA- 
TIONAL cut operating overhead in three important ways. 


1. The efficiency-designed Service-Utility body 
provides big-capacity, compartmented space for orderly, 
convenient storage of all tools and equipment .. . lets 
you take the workshop to the job — eliminates the added 
mileage and wage costs caused by job-to-shop trips for 
needed items. 


2. The modern, thrifty Silver Diamond engine that 
powers these INTERNATIONALS saves money on gasoline 


and oil . . . and its rugged all-truck design gives 
long-life performance at extra-low maintenance co 


3. The sturdy, Tough-Job engineered chassis 
what it takes to take it . . . keeps trucks on the 

(Service-Utility bodies are available in 77 and 89-i 
lengths, for six truck models of 115 and 127-inch wh 
base, and GVW ratings of 4,200 to 6,500 lbs.) 


INTERNATIONAL Trucks with Service-Utility bodies 
money-makers, too . . . because they speed up work, 
repairmen and installers do more jobs per day. Ask 1 
INTERNATIONAL Dealer or Branch for complete det 
Time payments arranged. 


INTERNATIONAL HARVESTER COMPANY ¢ CHICAGO 


International Harvester Builds McCCORMICK® Farm Equipment and FARMALL® Tractors... Motor Trucks. .. Industrial Power... Refrigerators and Fr: 


Better roads mean a better Am 


INTERNATIONAL TRUCKS 


“Standard of the Highway 








SHE 
WON’T TAKE NO 
FOR AN 
ANSWER 





































j When the American housewife wants more 
> electric power, she won’t take no for an 

j answer. Neither will industry in producing 
| more and better products for every need. 


That’s why America’s power companies, 

today doing the tremendous job of supplying 
an all-time peak demand, are at the same time 
planning... and building. . . for the still 
greater capacity that will be needed tomorrow. 








Many utility companies have found that 
Ebasco can help them determine whether 
additional facilities are needed—where, what 
and when to build. Ebasco’s specialized 

3 services to the electric power industry 
encompass every aspect of expansion—from 
studies of present and potential markets, 
long-range system planning, financing—right 
up through the actual design and construction 
of any type of new plant or station. 





In its half-century of service to business and 
industry, Ebasco has served more than 145 


1 gives J electric companies covering every phase of 

ance C0 operations. Our booklet, “‘’The Inside Story of 
Outside Help,” blueprints the value of this 

-hassis experience to your company. We will be glad 


to send you a copy. Write Ebasco Services 
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Appraisal - Budget - Business Studies 

Consulting Engineering - Design & Construction - Financial 
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You may find 


a fresh approach... 


Tackling utility company problems daily .. . 
maintaining close and continued contact with 
the financial world gives us an understanding 
of the complex field of utility financing and 











investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at Digby 
4-3500 or write us at One Wall Street. 


IRVING TRUST COMPANY 


ONE WALL STREET «+ NEW YORK 15, N. Y. 


Capital Funds over $123,000,000 Total Resources over $1,400,000,000 


Wii N. Enstrom, Chairman of the Board 
Ricuarp H. West, President 


Public Utilities Department—Joun F. Cuitps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

















NO ONE EVER SEES A BILL LIKE THIS— 


BUT MANY PAY IT 


ltilities, which operate private communication 
ystems, never receive a bill like this, but they pay 
t just the same. Cost accountants call it “carrying 
harges.”” 


or privately owned communications, it usually 
verages at least 25 per cent annually of the 
riginal capital investment. 
hat’s the yearly total of depreciation, property 
aX, Maintenance, administrative costs, income taxes 
nd earnings on investment. 


Are your communications’ carrying charges higher 
than the cost of Bell System service? It might pay 
to check, and your telephone company will be glad 
to help you compare. 


And, remember, with Bell System service, you avoid 
maintenance problems, large capital investment and 
obsolescence. 


For a communication survey by Bell System 
engineers without charge, call your local Bell 
Telephone representative now. 





(FES 


PRIVATE-LINE TELEPHONE TELETYPEWRITER MOBILE TELEPHONE 
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METERING CHANNELS SYSTEM 
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TRANSFORMER 
MANUFACTURE 


The three dimensions for transformers in the blueprint stage, 
as shown in diagram, are A, B, and C, the physical measurements 
of a product. This product would be of little value to today’s 
utility without the coefficient A, B, C of knowledge, facilities, 
and experience as basic elements of the manufacturer. 

The A B C’s of transformer 


ANA manufacture are the 


combined result of utility 














demands and manufacturing me \ul 





know-how. Needs expertly 


-—B—»]  }—C—} calculated by the utilities 
have made mandatory the 

















possession by manufacturers of A, a high level of knowledge; 
B, wide facilities; and C, depth of experience. 


Moloney is fully qualified in the A, B, C’s of transformer 
manufacture. Since 1896 it has been building and expanding 
its facilities, its knowledge and its experience to parallel, and ge. sis 
to anticipate, utility needs. Now, once again, another long ; F hey 
step forward has been taken in increasing facilities 
here at Moloney so that we can continue to produce 


transformers capable of superior operation in 


the high ratings so necessary to today’s utility. 


MES4-4 


Sh 
no 





MOLONEY ELECTRIC COMPANY 4 | | 
Manufacturers of Power Transformers « Distribution Transformers « Load Ratio Control * e 7% 
Transformers + Step Voltage Regulators « Unit Substations ¢ Electronic Transformers 


SALES OFFICES IN ALL PRINCIPAL CITIES 
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MAY-JUNE 





Thursday—27 


Natural Gas and Petroleum 

Association of Canada be- 

gins meeting, Windsor, On- 
farto, Canada, 


Friday— 


American Water Works 


elysociation ends 6-day an- 
nual conference, Seattle, 


Hash. 


Saturday—29 


National 
Railroad and Utilities Com- 
misstoners wl hold execu- 
tive committee meeting, 
Washington, D.C. June 14. 
Advance notice. 


Association — of 


Sunday—30 


Canadian Transit: Associa- 
tion will hold annual meet- 
Andrews, New 


Canada. June 


ing, St. 
Brunswick, 
14-16. 


Advance notice. 





Monday—31 


Institution of Gas Engineers 
begins, Bournemouth, :ng- 
land, 





Friday—4 


Short Course in Gas Tech- 
nology ends, Kingsville, 
Texas. 


JUNE 
Tuesday—1 


[lectric Institute 
begins annual convention, 
Atlantic City, N. J. 


Iidison 


Wednesday—2 


American Gas Association 

hegins research and utiliza- 

tion conference, Cleveland, 
Ohio. 


Thursday—3 


Controllers Institute of 


America begins western 
conference, Victorta, British 


Columbia, Canada. 





Saturday—5 


Widwest 
tion ends 


Transit .Associa- 


3-day annual 


meeting, Wichita, Kan. 


Sunday—6 


National Association of 

Electrical Distributors be- 

gins annual convention, <[t- 
lantic City, N. J. 


Monday—7 


New Vork State Telephone 
Association begins annual 
convention, Schroon Lake, 


Ne 





Tuesday—8 


Public Utilities Association 

of the Virginias will hold 

accident “ vention round- 

table confe 18 nc, Roanoke P 

Va. June Advance no- 
phe 


e:) 





Wednesday— 


The Institute of 
Ileat’ Appliance Manufac- 
turers ends 3-day meeting, 


Cooling 


Cincinnati, Ohio. 





Thursday—10 


California Independent 
Telephone Association be- 


gins annual meeting, San 


Francisco, Cal. 


will hold meeting, 
Alberta, Canada. June 20- 





Friday—11 


Association 
Banff, 


Canadian Gas 


24 Advance notice. 

















Courtesy, Northern Natural Gas Company 


Raincoat for a Pipeline 
A 26-inch pipeline being painted and wrapped in preparation for lowering into 
watery trench. 
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What Do the Panhandle and 
Phillips Cases Mean 


Here is an interpretation of the industrial stakes involved in both 

the recent Panhandle Eastern Pipe Line decision by the Federal 

Power Commission and the equally important Phillips Petroleum 

Company Case, now under advisement in the U. S. Supreme Court. 

Both are part of the broader question of federal regulation of 
natural gas prices in the field. 


By EDWARD FALCK* 


HE issue of federal control of field 
prices charged for natural gas is an 

old one, going back as far as 1938 
when the Natural Gas Act was passed. It 
was dealt with extensively in the Natural 
Gas Investigation, G-580, that was carried 
on during the years 1945 to 1948. Section 
1(b) of the Natural Gas Act exempts pro- 
duction and gathering of natural gas from 
regulation by the Federal Power Commis- 
*Utility consultant, resident in Washington, D. C. 


For additional personal note, see “Pages with the 
Editors.” 


sion. The conservation aspects of produc- 
tion and gathering are controlled by state 
conservation commissions in the produc- 
ing states. 

The crux of the controversy has been 
whether or not the Federal Power Com- 
mission does or should have control over 
the rate charged in the wholesale sale by 
the production company to an interstate 
pipeline company. Is this sale a wholesale 
sale for resale in interstate commerce and 
therefore subject to regulation by the Fed- 
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eral Power Commission, or is it merely a 
sale that is incidental to the production 
and gathering activities of the natural gas 
producer? 

The Federal Power Commission has 
taken various positions on this question at 
different times, although some members 
have followed a consistent course. Follow- 
ing the Interstate Case,’ and in order to 
assure independent producers and gather- 
ers that it had no intention of regulating 
their arm’s-length sales, the Federal Power 
Commission issued an administrative 
order, No. 139, on August 17, 1947. This 
was about the time that Congress was hold- 
ing hearings on the Moore-Rizley Bill in 
the 80th Congress. This measure was in- 
tended to further clarify the exempt status 
of independent producers. The measure 
passed the House but failed in the Senate. 


gt the 81st Congress, the Harris-Kerr 

Bill, HR 1758, was passed by both 
House and Senate but was vetoed by Pres- 
ident Truman. Thereafter, on July 11, 
1950, the Federal Power Commission 


rescinded its administrative rule. The 
Kerr Bill was intended to make “crystal 
clear” the fact that Congress had not 
authorized the Federal Power Commis- 
sion to regulate independent producers 
and gatherers or their “arm’s-length 
sales” to interstate pipeline companies. 
The interpretation of the Natural Gas Act 
as presently written on this question of 
the precise jurisdiction of the Federal 
Power Commission is being tried in the 
celebrated Phillips Petroleum Company 


1 Interstate Nat. Gas Co. v. Federal Power Com- 
mission (1947) 331 US 682, 69 PUR NS 1. 

2 The Priest Bill (HR 4099) was unanimously en- 
dorsed by FPC and the commission must have as- 
sumed passage of this bill. Pending its enactment, 
the FPC issued Order No. 139. 
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Case, which is now pending decision in 
the Supreme Court of the United States, 
argument having been heard on April 6 
and 7, 1954. 

The Supreme Court has been asked to 
determine whether or not Phillips Pe- 
troleum Company is a “natural gas com- 
pany” within the meaning of the Natural 
Gas Act. Should the court hold that FPC 
does have jurisdiction, and depending 
upon the scope of the language used by 
the court in announcing its decision, the 
FPC may have greatly enlarged powers 
extending to hundreds or even thousands 
of oil- and gas-producing companies. In 
short, there are great regulatory stakes 
involved in the Phillips Case. 

When this matter was first considered 
by FPC, its staff took the position that the 
Phillips Petroleum Company was subject 
to Federal Power Commission jurisdic- 
tion. The commission itself decided oth- 
erwise on August 22, 1951, in Docket No. 
G-1148, with Commissioner Buchanan 
dissenting.* This decision was appealed to 
the U. S. Circuit Court of Appeals for the 
District of Columbia by the state of Wis- 
consin, the Wisconsin Public Service 
Commission, and the cities of Detroit, 
Michigan; Kansas City, Missouri; Mil- 
waukee, Wisconsin; and the county of 
Wayne, Michigan. Phillips Petroleum 
Company and several other intervenors 
took the same position as had been taken 
by the FPC. They were joined also by the 
state conservation commissions of New 
Mexico, Oklahoma, and Texas. How- 
ever, on May 22, 1953, the U. S. court of 
appeals handed down a decision revers- 
ing the FPC and holding that Phillips is 
a natural gas company and that the com- 


8 Re Phillips Petroleum Co. 90 PUR NS 325. 
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mission should fix the rates at which 
Phillips’ sales are made.* This was a 2- 
to-1 decision by Judges Edgerton and 
Prettyman, with Judge Clark dissenting. 


ont the argument before the Su- 
preme Court in the appeal from this 
circuit court of appeals decision, the So- 
licitor General of the United States main- 
tained that Phillips’ sales were merely an 
incident of its production and gathering 
activities. Justice Black asked “why then 
did Congress pass the Kerr Bill?” The 
Solicitor General replied that there had 
been fears expressed generally by inde- 
pendent producers and gatherers, based in 
part on the sweeping language of the court 
in certain opinions, that FPC was about to 
extend regulation to them by administra- 
tive order, and the Kerr Bill was intended 
to prevent this “perversion of congres- 
sional intent.” 

The Phillips Case is essentially a juris- 
dictional case. When the Supreme Court 
finally hands down a decision in this case, 
it will define more sharply than has been 
done before the extent of the jurisdiction 
of the Federal Power Commission over 
producers and gatherers of natural gas. 
Another equally important case, from the 
standpoint of its impact on federal regu- 


State of Wisconsin et al. v. Federal Power 
Commission, 100 PUR NS 506. 


q 


7 


“UNLEss there is some basic economic upheaval in the country, 
I would venture the prophecy that the new policy of the Federal 
Power Commission will result in substantial gains in ownership 


lation of rates charged for natural gas in 
the field, was just decided by the FPC a 
few weeks ago. I refer to the FPC deci- 
sion and opinion in the Panhandle Eastern 
Pipe Line Company rate case, Docket No. 
G-1116 et al., Opinion No. 269, adopted 
and issued on April 15, 1954. 


HE most vital and far-reaching issue 

in the Panhandle Eastern rate case 
was the treatment accorded by the FPC 
of Panhandle’s own gas production. Thus, 
during the calendar year of 1954, we are 
likely to see two history-making decisions 
affecting the business of natural gas pro- 
duction for sale in interstate commerce. 
These decisions will establish new and dis- 
tinct guideposts for the natural gas indus- 
try with regard to the scope of federal 
jurisdiction and the manner in which it 
will be exercised. 

The economic significance of the Fed- 
eral Power Commission’s decision in the 
Panhandle rate case can hardly be exag- 
gerated. If, for example, the Supreme 
Court should sustain the circuit court of 
appeals in its holding that Phillips Pe- 
troleum Company is subject to FPC, and 
if such a decision extends FPC control 
over many hundreds of producers and 
gatherers, the rate-fixing policies of the 
FPC will become much more important to 
the economy of the country than they are 


and production of gas by interstate natural gas pipeline com- 


panies .. 


. The only bar to early recognition by pipeline com- 


panies of the opportunities afforded to them by this Panhandle 
formula would be the fear that the position of the majority of 
the commission might be reversed in the courts or by Congress.” 
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even today. This is because under the Fed- 
eral Power Commission’s historic rate- 
making policies, natural gas companies 
under the jurisdiction of the FPC have had 
no real incentive to stay in the gas-produc- 
ing business. 

As was pointed out by this author 
in an article entitled “Impact of FPC 
Rate Regulation on Natural Gas Pro- 
duction” that appeared in the March 
26, 1953, issue of Pustic UTILITIES 
FORTNIGHTLY, during ten years of FPC 
regulation from 1942 to 1952, there was 
a significant decline in the percentage of 
“gas produced” as compared to the per- 
centage of gas produced and purchased by 
natural gas companies.® 


HE study referred to showed that no 

single new major pipeline company 
going into operation after 1942 owned its 
own reserves. All of the new major pipe- 
line companies depend entirely for their 
supply upon gas purchase contracts. 
There are fewer than 20 natural gas pipe- 
line companies producing any substantial 
portion of their total gas requirements 
and the total production of all of these 
natural gas companies represents less than 
15 per cent of all the gas now moving in 
interstate commerce. 

However, if suddenly the Supreme 
Court should find that Phillips Petroleum 
Company and hundreds of other natural 
gas producers are subject to the rate juris- 
diction of FPC, because they make sales 
at wholesale of gas that moves in inter- 
state commerce for subsequent resale, 
then the crucial question will be “What 


5 This situation has been referred to repeatedly 
in speeches and opinions by Commissioner Nelson 
Lee Smith. See, for example, his concurring opinion 
in the Northern Natural Gas Case, FPC Docket 
No. G-1618, issued June 24, 1952. 94 PUR NS 485. 


MAY 27, 1954 


kind of rate-making policy should FPC 
follow in fixing the rates of these natural 
gas-producing companies?” Should FPC 
apply its historic rate base method of ap- 
proach or should it follow some different 
formula? 

What are the fundamental national 
objectives which should be a_ guide 
to FPC in establishing such a rate-mak- 
ing policy for gas producers? Is conserva- 
tion of natural gas one of these national 
policies? Should FPC consider that it is 
an important part of national policy to en- 
courage exploration and development? 
How should FPC balance the objective of 
creating an incentive for more explora- 
tion and production against the seemingly 
inconsistent objective of keeping rates 
down at the points of consumption to the 
lowest reasonable levels? These funda- 
mental questions are taken up boldly and 
intelligently in the majority opinion of the 
FPC in the Panhandle rate case. 


AN the outset, the commission points out 
that Panhandle Eastern produces 
only about 23 per cent of its total require- 
ments of gas. About 25 per cent is pur- 
chased from its affiliate, Trunkline Gas 
Company, and 52 per cent is purchased 
from others. The commission accepted as 
reasonable the cost of gas purchased by 
Panhandle under arm’s-length gas pur- 
chase contracts. The average cost of these 
purchases was 7.7457 cents per MCF. 
The commission pointed out that its 
own staff urged it to adhere to the tradi- 
tional “rate base” approach. Under this 
method, all of the production properties 
are included in the rate base along with 
transmission, compression, and other fa- 
cilities. They are included on the basis 
of net investment; that is, original cost 
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Commodity Value versus Production Cost 


& gf Geer is no functional relationship between the cost of discovery and 

development of gas, and its value as a commodity at the place where 

it is produced. Wide divergencies will be found to exist in the cost of gas in 

different fields, and in different wells in the same field. The cost of gas pro- 

duced at a particular well has really no economic or logical relationship to 
the value or to the current competitive field price.” 








less accrued depletion and depreciation. 
Under the rate base approach, the com- 
pany is permitted a fair return on its net 
investment plus all operating expenses, in- 
cluding expenses for exploration and de- 
velopment. However, against these op- 
erating expenses is charged all profits 
made from sale of liquid hydrocarbons, 
such as natural gasoline, and also all tax 
credits arising from depletion and in- 
tangible well-drilling expenses. The com- 
mission pointed out that to take away the 
benefits of these allowances would “clear- 
ly contravene the congressional policy and 
intent.” 


piece cage EASTERN, in presenting its 
case, did not object to the application 
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of the net investment formula to its in- 
terstate transmission pipeline, compressor 
equipment, and related facilities. Nor does 
FPC give any indication that it would have 
gone along on any other basis, in so far as 
the pipeline transmission plant is con- 
cerned. All that it asked for was to have 
its production valued as a commodity 
rather than treated as if it were just the 
same as ordinary utility property. To 
achieve this result, Panhandle proposed 
that its gas reserves and production prop- 
erty be excluded from the rate base, and 
that all of its production expenses be elimi- 
nated from the operating expenses con- 
sidered for rate-making purposes. Pan- 
handle volunteered to assume the costs 
and the risks of natural gas production, 
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and at the same time to enjoy the special 
tax advantages provided for by law to en- 
courage exploration and production of 
natural gas. 

Panhandle showed in the evidence pre- 
sented in this case that the approach sug- 
gested by the FPC staff would allow its 
investors less than nothing at all at the 
wellhead for the gas produced from Pan- 
handle’s own reserves. In fact, the uncon- 
tradicted evidence in the case showed that 
Panhandle incurred an annual deficit of 
more than $900,000 a year, or 1.24 cents 
per MCF on the production of its own gas, 
if the staff approach were to be upheld. 
As an alternative to this approach, Pan- 
handle proposed that the commission al- 
low as an operating expense the “weight- 
ed average arm’s-length” prices of gas at 
the wellhead in the fields where this gas 
is produced. The evidence in the record 
showed these prices at a pressure base of 
16.4 pounds were 7 cents in the Pan- 
handle field of Texas and in the Hugoton 
field, 8.4843 cents in Kansas, and 11 cents 
in Oklahoma. After adjusting for a 
change in the gas measurement price or- 
dered by the Kansas Corporation Com- 
mission, the FPC found an average price 
of 8.4398 cents per MCF. 


HE commission noted also that the 

rates of royalties currently being paid 
by Panhandle to its lessors on its own pro- 
duction were 5 cents in Texas, 9 cents in 
Kansas, and 11 cents in Oklahoma. The 
commission noted further than the aver- 
age arm’s-length prices of gas purchased 
by Panhandle were well below the prices 
of recent gas purchase contracts that have 
been negotiated by others, such recent 
contracts ranging in price from 114 cents 
to 15 cents, and even 20 cents per MCF, 
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in the Panhandle field of Texas and in the 
Gulf coast area. 

The commission made reference to 
detailed studies of the difference in 
the method proposed by Panhandle and 
the method proposed by the commission 
staff for evaluating Panhandle’s own pro- 
duction. The difference between the two 
methods yielded an over-all result which 
is 1.3 cents per McF higher using the Pan- 
handle method as compared to the rate 
base approach.® If the comparison is lim- 
ited just to the difference in the two meth- 
ods of pricing without the further adjust- 
ment for tax benefits, the differential be- 
tween the two methods comes down to 
only about 0.6 cents per mcr. Applying 
this small differential to typical residential 
consumption in the city of Detroit, say to 
a householder using an average of 18.7 


MCF of gas per month for cooking, water 
heating, and space heating, the differential 
would come to 24.33 cents per month, or 
1.6 per cent of his gas bill. 

Throughout its opinion, the Federal 
Power Commission emphasizes two very 


important fundamentals. The first is 
that throughout all of the key cases, the 
Supreme Court of the United States has 
held that the process of rate making is 
necessarily experimental and subject to 
change so that the FPC should not be 
bound to follow any specific rule for all 
time, but must be free to exercise its ex- 
pert judgment and analysis from case to 
case. The second is that primary attention 
should be focused upon the economic as- 
pects of the question; i.e., “the economic 
functions of price as a tool of conserva- 
tion or means of encouraging or discour- 

6 This is approximately one-tenth the differential 
mentioned by Congressman Oakman in his attack 


on the use of fair field price. See Congressional 
Record, April 2, 1954, page A2546. 
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aging both production and consumption.” 


Ste majority of the opinion is studded 
with quotations from the Colorado 
Interstate-Canadian River Case,’ the 
Hope Natural Gas Case,® and the Colo- 
rado Interstate Gas Company Case. 
These quotations indicate clearly that the 
commission is free to adopt any reason- 
able method in fixing rates. Thus, at 
pages 24 and 25 of the opinion, the com- 
mission sums up in the following lan- 
guage: 


... In the light of all these statements 
emanating from the Supreme Court it 
is clear that the question has always 
been an open one to be disposed of by 
the commission in the exercise of its ad- 
ministrative discretion under the Nat- 
ural Gas Act. The issue is not a legal 
one; the commission is plainly free, as 
a matter of law, to deal with this eco- 
nomic matter in accordance with its ex- 
perience and best judgment as to what 
constitutes sound public policy. Nor is 
it a new problem. It has been repeat- 
edly recognized by various members of 
the Supreme Court ; it was explored ex- 
tensively in the commission’s Natural 
7 (1945) 324 US 581, 58 PUR NS 65. 


8 (1944) 320 US 591, 51 PUR NS 193. 
9 (1942) 3 FPC 32, 43 PUR NS 205. 


Gas Investigation (Docket No. G-580) 
1945-1948. The question here pre- 
sented is what method of pricing pipe- 
line-produced gas will, under present- 
day realities and in the light of the facts 
of record in this case, best serve the ul- 
timate public interest... . 


The commission majority then con- 
cludes that the time has now come when 
the practices previously followed by the 
commission should be re-examined. 


Fr demolishing the staff’s argument in 

favor of applying the full force of the 
rate base approach to well-head produc- 
tion, the majority opinion did a masterful 
job of reductio ad absurdum — showing 
that the company would come out with 
less than nothing, on the same type of gas, 
from the same field, and often from the 
same wells as those on which independent 
producers were realizing a profit. It 
showed that the old fears of a “vanishing 
rate base,” under circumstances of strin- 
gent enforcement of the net investment 
formula, with full deductions for depre- 
ciation, tax savings, by-product credits, 
etc., were not unfounded. It showed even 
the possibility of a negative (or minus) 
rate base on some elements under some 
conditions. 

On this point the opinion goes back to 


not Phillips Petroleum Company is a ‘natural gas company’ 


q “THE Supreme Court has been asked to determine whether or 


within the meaning of the Natural Gas Act. Should the court 
hold that FPC does have jurisdiction, and depending upon the 
scope of the language used by the court in announcing its de- 
cision, the FPC may have greatly enlarged powers extending to 
hundreds or even thousands of oil- and gas-producing com- 
panies. In short, there are great regulatory stakes involved in 


the Phillips Case.” 
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the record in the Panhandle Case and 
notes that while the rate base approach 
would give Panhandle stockholders a 
valuation of minus 1.24 cents per MCF at 
the wellhead on the natural gas produced 
by the company, in certain instances, Pan- 
handle’s partners in particular wells re- 
ceive a gross price of 8 to 9.8 cents and 
earn from 5 to 5.6 cents, after all expenses 
and taxes. The commission concludes 
with these words: 


... To us this is a situation of multiple 
pricing of gas from the same wells and 
going to the same consumers which just 
does not make economic sense. 


The commission then points out that 
the consumers in the United States are 
coming to rely increasingly upon natural 
gas as a major source of energy, natural 
gas having grown from 4 per cent to about 


20 per cent of the national energy supply. 
The staff rate base approach to evalu- 
ating uatural gas reserves of natural gas 
companies tends to accelerate consump- 
tion because of the uneconomically low 
price that results and at the same time fails 
to encourage discovery and increased pro- 
duction. 


HE commission also finds that own- 

ership of natural gas production by 
pipeline systems would be in the interest 
of the public for several reasons, as fol- 
lows: First, it would strengthen the bar- 
gaining position of pipelines in negotiat- 
ing gas purchase contracts with inde- 
pendent producers. Secondly, it would 
help pipelines operate with greater uni- 
formity and higher load factors; and, 
thirdly, an adequate supply at reasonable 
prices will be of greater long-term bene- 
fit to consumers than lower prices without 
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an adequate supply. The commission 
points out that it cannot legally compel 
natural gas companies to engage in ex- 
ploration, drilling, and development, nor 
can it compel companies to acquire gas re- 
serves discovered by others. Under certain 
circumstances, it has been held that it can- 
not even prevent a natural gas company 
from spinning off the gas reserves it al- 
ready owns.’ Consequently, if it is sound 
for pipeline systems to own reserves and 
producing properties, the policies of the 
commission must be designed “to en- 
courage rather than to penalize such ac- 
tivities.” 


HE concluding general statement of 
the commission on this all-important 
question reads as follows: 


For all the foregoing reasons, we 
have concluded that, as a matter of 
sound public policy, we should re-ex- 
amine at this time the treatment which 
the commission has heretofore accord- 
ed pipeline-produced gas in rate mak- 
ing. Weare convinced, from our analy- 
sis of all the facts of record, that the 
ultimate public interest will be better 
served by permitting the pipeline to re- 
ceive for the gas which it produces a 
price reflecting the weighted average 
arm’s-length payments for identical nat- 
ural gas in the fields (and sometimes 
from the very same wells) where it is 
produced than through the application 
of the “rate base” method to this com- 
modity. We find that the uncontra- 
dicted evidence introduced by Pan- 
handle in this proceeding represents a 
reasonable basis for such pricing. ... 

10 Federal Power Commission v. Panhandle East- 


ern Pipe Line Co. (1949) 337 US 498, 81 PUR NS 
161. 
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Net Investment Base Still the FPC Rule 


CC HE Panhandle formula of current field price does not represent a 

reversal of the original cost formula established in the Hope Case, 
but rather a departure from this traditional original cost formula. In the 
Panhandle Case, the commission continues to use the net investment rate 
base for Panhandle’s jurisdictional business, 1. E., its transmission pipeline 
and compressor facilities. Thus the net investment rate base approach ts not 
eliminated entirely. It is eliminated for production but retained for trans- 

mission.” 








W: have already touched upon the reg- 

ulatory stakes involved in the Phil- 
lips Case. It is impossible at this time to 
determine with any accuracy the number 
of gas-producing companies that may be 
brought under the jurisdiction of the FPC 
as a result of the decision in this case. As- 
suming that the court holds Phillips to be 
a natural gas company, the decision may 
be interpreted to mean that FPC jurisdic- 
tion is extended only to companies sim- 
ilarly situated; or to companies owning 
gasoline extraction plants and engaged in 
processing as well as production and gath- 
ering; or to all very large production and 
gathering companies; or to companies 
that produce and gather but not to pro- 
ducing companies who sell at the well- 


head. Thus, if the scope of FPC juris- 
diction is enlarged, it may affect a half- 
dozen very large companies, several hun- 
dred companies, or several thousand. Gen- 
erally speaking, if FPC jurisdiction is ex- 
tended, it will probably affect the bulk in 
terms of volume of natural gas but not 
necessarily in terms of the number of in- 
dividual companies. 

The Panhandle formula for rate mak- 
ing, as enunciated in the recent FPC opin- 
ion, does set the stage for FPC to assume 
the burden of jurisdiction over producers 
such as Phillips. It would be an extreme- 
ly complex and difficult task for the FPC 
with its present overburdened staff to 
take over the job of fixing reasonable rates 
for natural gas producers if the cost for- 
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mula as recommended by the FPC staff 
were to be the rule of rate making. Many 
of these producers are in the oil-producing 
business as well. Where gas is produced 
in association with oil, the determination 
of the cost of the gas as distinguished 
from the cost of the oil presents an ex- 
tremely difficult problem. The cost can- 
not be specifically assigned; it must be 
imputed, attributed, or allocated. Such 
cost allocations are bound to be arbitrary 
and subject to wide variations, depending 
upon the fundamental assumptions made. 


HERE is no functional relationship 

between the cost of discovery and de- 
velopment of gas, and its value as a com- 
modity at the place where it is produced. 
Wide divergencies will be found to exist 
in the cost of gas in different fields, and 
in different wells in the same field. The 
cost of gas produced at a particular well 
has really no economic or logical relation- 
ship to the value or to the current com- 
petitive field price. Thus, if the Supreme 
Court decides that FPC must assume 
jurisdiction over producers, the Panhan- 
dle formula provides a simple, adequate, 
and sound rule for the commission to ap- 
ply in its search for a standard against 
which to test the reasonableness of pro- 
ducers’ rates. 

The commission could not possibly ap- 
ply the original cost rate base standard to 
these producers without causing tre- 
mendous reverberations and disruptions 
in the entire oil- and gas-producing indus- 
try. Not only would the work load be 
enormous, but the results would be, in the 
well-known words of Justice Jackson, 
“fantastic” and “delirious.” We there- 
fore conclude that the commission’s ac- 
tion in the Panhandle rate case does set 
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the stage for a statesmanlike approach to 
the possible FPC assumption of jurisdic- 
tion over the rates charged by certain 
natural gas producers. 

The Panhandle formula of current field 
price does not represent a reversal of the 
original cost formula established in the 
Hope Case, but rather a departure from 
this traditional original cost formula. In 
the Panhandle Case, the commission con- 
tinues to use the net investment rate base 
for Panhandle’s jurisdictional business; 
i.e., its transmission pipeline and com- 
pressor facilities. Thus the net invest- 
ment rate base approach is not eliminated 
entirely. It is eliminated for production 
but retained for transmission. In reality, 
production of gas is treated as though it 
were a nonutility business. Thus, for the 
first time, gas production of a natural gas 
company is placed on an equal footing 
with gas production of independent pro- 
ducers and gatherers. This is as it should 
be. 


HE question will be raised at once as 
to whether the Panhandle doctrine 
will be extended to other pipeline com- 
panies producing from their own reserves. 
It is reasonable to assume that the FPC 
will agree to the application of this same 
formula to other natural gas companies if 
all the facts are in the record. In the pre- 
vious Northern Natural Case (F PC Opin- 
ion No. 230, 94 PUR NS 485, June 24, 
1952) the commission opinion pointed out 
that it would not accept the minimum price 
orders of state conservation commissions 
merely as a matter of law and unsupported 
by economic evidence in the record. 
In the Panhandle Case, there was eco- 
nomic information in the record on (1) 
the weighted average arm’s-length prices 
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of gas at the wellhead in the fields where it 
was produced; (2) the rates of royalties 
concurrently paid by Panhandle to its 
lessors on its own production; (3) infor- 
mation on recent gas purchase contracts 
entered into by others in the Hugoton and 
Panhandle fields and in the Gulf coast 
area; and (4) the minimum price orders 
of the Kansas and Oklahoma commis- 
sions. 

After considering all of this evi- 
dence, the majority of the commission 
concluded that the weighted average 
arm’s-length prices of purchased gas rep- 
resented a reasonable commodity value for 
the pipeline to receive instead of the 
amount that would be allowed through the 
application of the rate base method. It 
seems clear that the majority of the com- 
mission will rule the same way in other 
cases where similar facts are presented. 


HE big question is whether the new 

Panhandle formula adopted by the 
commission will encourage pipeline com- 
panies to increase their discovery and de- 
velopment activities and to acquire pro- 
ducing properties. It is earnestly hoped 
that this will occur. Unless there is some 
basic economic upheaval in the country, I 
would venture the prophecy that the new 
policy of the Federal Power Commission 
will result in substantial gains in owner- 


ship and production of gas by interstate 
natural gas pipeline companies, with cor- 
relative benefits to the consumers. The only 
bar to early recognition by pipeline com- 
panies of the opportunities afforded to 
them by this Panhandle formula would 
be the fear that the position of the ma- 
jority of the commission might be re- 
versed in the courts or by Congress. Such 
fears are not wholly without foundation. 
It does seem unlikely that the courts will 
reverse an administrative determination 
of the reasonableness of Panhandle’s rates 
in view of the tremendous record in this 
case and the close and logical reasoning of 
the commission in its majority opinion.” 


11 This conclusion is fortified by the language of 
the Supreme Court which is quoted in the opinion 
of the Federal Power Commission in the Panhandle 
Case, Opinion No. 269, issued April 15, 1954. Thus, 
in the Colorado Interstate-Canadian River Case 
(324 US 581, decided in 1945) the court stated as 
follows: 

. .. Congress of course might have provided that 
producing or gathering facilities be excluded from 
the rate base and that an allowance be made in 
operating expenses for the fair field price of the 
gas as a commodity. Some have thought that to 
be the wiser course. But we search the act in vain 
for any such mandate. ... We do not say that the 
commission lacks the authority to depart from 
the rate base method. We only hold that the com- 
mission is not precluded from using it. [Italics 
supplied. } 


And again in the Panhandle Eastern Case (1945) 
324 US 635, 58 PUR NS 100, the majority of the 
court said: 

Federal Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591... holds that the com- 
mission is not bound to use any single formula for 
the fixing of rates. It is not precluded from using 
actual legitimate cost as it did here. 


discovery of reserves and the production of their own gas, their 


q “As other natural gas companies find encouragement for the 


bargaining position will be improved, and they will be able to 
enter into more favorable long-term gas purchase contracts with 
independent producers than would otherwise be the case. Gas 
prices have risen precipitately in the field during the last five 
years.” 
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With respect to Congress, however, 
there has recently been introduced by Sen- 
ator Ferguson in the Senate (S 3178), and 
by Congressman Oakman in the House 
(HR 8605) legislation which would 
make adoption of the original cost for- 
mula mandatory. Legislation of the type 
proposed ignores the fact that the orig- 
inal cost approach is a positive deterrent 
to gas exploration and development. The 
very fact that this type of legislation has 
been introduced may cause natural gas 
company managements to delay plans for 
going back into the business of natural 
gas production. Just as the historic poli- 
cies of the FPC tended to drive interstate 
natural gas companies out of the natural 
gas production business, so the introduc- 
tion of the Ferguson and Oakman bills 
may tend to deter them from re-entering 
the gas production business in spite of the 
favorable opinion of the FPC in the Pan- 
handle rate case. 


HE new policy of the Federal Power 

Commission in adopting fair field 
price or commodity value in the Pan- 
handle Eastern rate case may give en- 
couragement to those who have been 
urging that consideration and weight be 
given to the current level of costs in rate 
making, although the FPC opinion’s em- 
phasis on this point is in favor of adhering 
to historical cost for transmission facili- 
ties. 

In many types of regulation affect- 
ing telephone and electric companies, as 
well as gas companies, regulatory commis- 
sions have been urged to consider trended 
original cost so as to give some recogni- 
tion to the change in price levels from the 
time when investments were originally 
made in existing facilities. 
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The FPC made it abundantly clear that 
its use of commodity value was limited to 
the production end of the business, and 
this was done largely because of FPC’s 
recognition of the unusual hazards in dis- 
covery and development of natural gas. 
This end of the business is differentiable 
from the ordinary utility business. Conse- 
quently, the mere fact that FPC has rec- 
ognized commodity value in fixing rates 
for natural gas produced in the field is 
not particularly persuasive in an argu- 
ment as to the weight that should be given 
to current costs in the regulation of other 
types of utilities. 

However, it is clear that the great dis- 
parity between the current level of field 
prices in the Panhandle and Hugoton 
fields and the results of the original cost 
application was one of the most significant 
reasons for the adoption of commodity 
value by the majority of the commission. 
It is safe to predict that where similar 
great disparities exist, reference will be 
made to the FPC majority opinion in this 
case. 


HE chances are that one or more of 
the intervenors in the Panhandle Case 
will appeal it, but, as was said above, it is 
doubted that the FPC majority will be 
reversed in the determination it reached 
on treatment of Panhandle’s gas supply. 
Some reference has been made also in pub- 
lic discussion of this case to possible po- 
litical repercussions that may be expected. 
Here it is well to point out a fundamental 
economic fact about Panhandle Eastern’s 
gas supply and pipeline. At the extreme 
eastern end of its line, in its eastern zone, 
Panhandle Eastern’s gas is relatively 
cheap gas. 
At the city gate in Detroit, even 
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after allowing fair field price for Pan- 
handle’s own gas production, the rate 
fixed by FPC consists of a demand charge 
of $1.95 per mcr, and a commodity charge 
of 17.3 cents per mcr. At 100 per cent 
load factor, this comes to an average of 
about 24 cents per mcr. Notwithstand- 
ing the fact that FPC has granted Pan- 
handle a fair field price for its self-pro- 
duced gas, the resultant rate at the end of 
the line compares most favorably with the 
rates being charged by other interstate 
pipelines serving the same general area— 
pipelines that do not own gas reserves or 
producing properties. 

So far as the FPC staff is concerned, 
there should not be any real difficulty in 
going along faithfully with the position 
that has been so clearly and convincingly 
outlined in the majority opinion. The ma- 
jority has not completely reversed the 
rate-making methods of the FPC, nor has 
it thrown away all of the traditions that 
have been established in previous cases 
over the years. On the other hand, the 
commission has gone along with the staff 
and the decisions of predecessor commis- 
sions on a great number of economic ac- 
counting and rate-making principles. The 
one big departure from the past relates 
to the treatment of natural gas production 
in rate cases. 


HAT will the new Panhandle doc- 
trine mean to the consumer over the 
short range and over the long-term fu- 


ture? For the short range, it is clear, as 
the majority opinion pointed out, that the 
consumer will suffer a small increase in 
the price of gas. In the city of Detroit, 
this increase amounts to about 24 cents 
per month for a typical householder. For 
the long term, the consumer is bound to 
benefit greatly. This is because an ade- 
quate supply of gas in the years to come 
is much more important from the stand- 
point of convenience as well as cost in 
comparison with the cost of other fuels. 
The encouragement that the majority 
opinion has given to Panhandle Eastern 
Pipe Line Company will surely result in 
expansion of Panhandle Eastern’s re- 
serves and facilities. 


& other natural gas companies find en- 
couragement for the discovery of re- 
serves and the production of their own gas, 
their bargaining position will be improved, 
and they will be able to enter into more 
favorable long-term gas purchase con- 
tracts with independent producers than 
would otherwise be the case. Gas prices 
have risen precipitately in the field during 
the last five years. Undoubtedly, gas prices 
will rise further, but the further increase 
in gas prices will be less and will take place 
more gradually now that interstate nat- 
ural gas pipeline companies have been 
given assurance by the Federal Power 
Commission that their equities will be 
protected if they re-enter the field of nat- 
ural gas production. 





“THE immediate medication ts no further reduction of taxes than the adminis- 
tration proposals, and to systematically reduce government expenditures until 
the budget deficit is met. Then, and then alone, can inflation be stopped.” 


—HEReERT HOover, 


Former President of the United States. 
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The Gas Industry’s Problems 
From the Investor Viewpoint 


This is essentially the story of how a life insurance executive looks 

at the financial, regulatory, and economic problems of the natural 

gas industry. The institutional investor is interested in every phase 

of the business: production, transmission, and distribution, as well 

as the long-range problems of reserves and supply and consumer 
relation. 


By STUART F. SILLOWAY* 


HE life insurance industry, of which 

I am a representative, has a very 

substantial amount invested in the 
securities of companies in the gas indus- 
try, the major portion of which has been 
invested in the past ten years. I believe 
that only a microscopic portion of this 
amount of other peoples’ money adminis- 
tered by life insurance companies would 
have been invested in the gas industry if 


*Vice president for finance, Mutual Life Insur- 
ance Company of New York. For additional personal 
note, see “Pages with the Editors.” 


it were still dependent upon the old manu- 
facturing process, and the increase which 
has occurred would have been replaced by 
a decrease of a size that would have been 
determined only by the ability of the com- 
panies to find someone to take their re- 
maining holdings off their hands. 

In short then, the present lofty invest- 
ment status of the gas industry is due 
mainly to the discovery and development 


of large reserves of natural gas and the 
vision of the pipeline companies in mak- 
ing this gas available to persons residing 


SaaS 
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hundreds of miles away as well as nearby. 
With the construction of the pipelines, the 
pace of discovery, the development of gas 
reserves, and the utilization of gas pro- 
duced in association with oil were all 
greatly stepped up. The widespread use 
of gas as fuel was, of course, greatly aided 
by improvements in the character and 
quality of steel pipe, the development of 
the present-day compressor station, the 
strengthening and modernization of dis- 
tribution systems, and the wise conserva- 
tion practices of state regulatory authori- 
ties in taking measures against the flaring 
of gas. 


WISH I could state the amount of money 

invested by life insurance companies in 
the various phases of the gas industry. 
Such a breakdown is not available but fig- 
ures for my own company reveal that as 
of December 31, 1953, we had $133,914,- 
312 invested in the securities of gas trans- 
mission companies, as compared with $3,- 
750,497 on December 31, 1943, and $45,- 
519,847 invested in securities of gas dis- 
tribution companies as compared with $1,- 
992,742 so invested at December 31, 1943. 
Management people within the gas indus- 
try have a better understanding than I of 
the fact that some companies are engaged 
in both transmission and distribution and 
that a breakdown such as that above is a 
matter of interpretation and therefore may 
not be precise in accordance with individ- 
ual estimates. 

This investment in the transmission and 
distribution phase of the gas industry 
takes the form of mortgage bonds, deben- 
tures, preferred stocks, and a small amount 
of common stock. In addition to these in- 
vestments, my company has $44,423,000 
invested in gas-producing properties where 


the gas is cagtracted for sale and delivery 
to a transmission line. As of December 31, 
1943, we had nothing invested in this field. 
Our total investment in the industry, 
therefore, is approximately $224,000,000 
as compared with $5,743,249 ten years 
ago. We feel that our investments in gas- 
producing properties, which provide funds 
for active producers or for the purchase 
of proven reserves, are extremely helpful 
in aiding the discovery and development 
of gas. From this picture of our opera- 
tions, it will be seen that the institutional 
investor is interested in the entire keyboard 
of gas industry activities. 


— the bulk of life insurance funds 

invested in the gas industry is lodged 
with transmission companies, let me note 
some of the considerations that are before 
us when we are studying a prospective in- 
vestment in a gas transmission company: 
I already have made it clear that our in- 
terest in this industry exists solely because 
of the availability of natural gas. There- 
fore, one of the first things that we con- 
sider is the quantity and deliverability of 
reserves available to the transmission com- 
pany. 

This reserve study should be pre- 
pared by a firm of consulting geologists 
and engineers who are entirely independ- 
ent of the pipeline company and whose 
assignment basically is to examine all of 
the available data in respect of the reser- 
voirs contracted to the company in order 
that they may make a report backed by 
their skill, knowledge, integrity, and repu- 
tation that there is an adequate quantity 
of gas to supply the line at least for the 
period of years during which the senior 
security being considered is to be outstand- 
ing and that the deliverability is such that 
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annual demand requirements can be met 
during that period. 

Having obtained professional assurance 
that a supply of gas will be available to 
the line in future years, it then becomes 
necessary to be certain that the reserve 
position does not deteriorate in the future 
by virtue of some unforeseen contingency 
or development that was not present when 
the initial appraisal was made. This is ac- 
complished by imposing upon the com- 
pany in the indenture a requirement that 
a similar reserve study be made by a firm 
of independent geologists at various fu- 
ture dates, usually every two or three 
years, with the proviso that if such a study 
indicates that the reserves then dedicated 
to the line are insufficient to extinguish the 
indebtedness during its normal life, ac- 
celerated amortization will be provided to 
accomplish the full pay-back before ex- 
haustion of reserves. 


H’*s determined the availability of 
gas and the prices to be paid for it, 
we then look at the other end of the pipe- 
line and examine the contractual arrange- 
ments which the pipeline company has for 
the sale of its throughput. If these con- 
tracts are for long periods of time with 
other pipeline companies, distribution com- 
panies, or industrial companies with a top 
credit rating, and contain a requirement 


q 


& 


that the purchaser must take or pay fora 
very substantial percentage of deliverabil- 
ity of the line, the basic ingredients for a 
satisfactory investment are present. In 
fact, using this information augmented by 
very carefully projected estimates of op- 
erating income and expense which have 
been prepared by the company with the as- 
sistance of independent engineers, predi- 
cated upon the granting of rates by the 
Federal Power Commission sufficient to 
provide at least a 6 per cent return on the 
rate base, life insurance companies have 
provided as much as 75 per cent of the 
cost of constructing new pipelines. 

Under requirements of the law, a life 
insurance company domiciled in New York 
cannot invest in a new pipeline unless se- 
cured by a mortgage on all physical prop- 
erty. After the line has been in operation 
for five years and has met certain earnings 
standards, investments may be made in un- 
secured debt and in preferred stock, and 
after a 10-year record of earnings and 
dividend payments has been established, 
investments may be made in common 
stocks. In the case of each contemplated 
investment, a new reserve study of a type 
similar to that described must be analyzed 
as the key to the final decision. 


N respect of distribution companies, a 
somewhat different set of investment 


“THERE 1s at present one unresolved question upon the wise 
solution of which the future of the entire industry may depend. 
This is, of course, whether the producers of gas are to be sub- 


ject to regulation by the Federal Power Commission as to the 
prices they receive for the gas they produce. It is my opinion 
that such regulation would be extremely difficult and expensive 
to achieve and disadvantageous in end result and that our present 


system should continue.” 
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considerations is involved. The vast ma- 
jority of these companies started as manu- 
factured gas units and are now engaged in 
selling either straight natural gas or mixed 
gas. Some of the former companies are 
still maintaining the manufactured gas 
plants for stand-by and for peak-shaving 
purposes, and most of the latter have long 
since passed the point in demand where 
they could meet their requirements if any- 
thing happened to their supply of natural 
gas. Therefore, again the question of gas 
supply is most important and an exami- 
nation of the company’s purchase con- 
tracts with the pipeline and the pipeline 
company’s reserve position is a basic con- 


sideration. 
I BELIEVE that life insurance companies 
have invested funds in all of the various 
securities which the well-established dis- 
tribution companies have issued where gas 
purchase contracts and the over-all finan- 
cial picture are satisfactory. Considerable 
difference of opinion exists concerning the 
extent to which the senior securities of dis- 
tribution companies should be completely 
amortized during the life of initial gas 
purchase contracts, and considerable fi- 
nancing has been done by some companies 
which would provide for leaving a sub- 
stantial portion of the issue unamortized, 
which would appear to suggest that either 


Residential 


e 


additional gas reserves can be contracted 
for at an economic price or that some other 
source of supply could be obtained, possi- 
bly a return to manufacturing. I think that 
with each passing year, with the substan- 
tial increase in the use of gas, further 
doubt is cast upon the wisdom of this as- 
sumption. In fact, I think a real question 
exists for the industry, the Federal Power 
Commission, and other regulatory bodies 
as to whether substantial increases in the 
number of gas customers are to be per- 
mitted unless further substantial reserves 
are established. 


Gre World War II, residential gas cus- 

tomers have increased by 28.5 per cent, 
while sales have increased 115.9 per cent. 
(See table below. ) 

During this same period, substantial 
quantities of gas have been discovered, 
but because of the steady increase in de- 
mand, the number of years’ supply, based 
on the relation of annual withdrawals to 
year and reserves as published by the re- 
serve committee of the American Petro- 
leum Institute and the American Gas Asso- 
ciation, has declined each year with the 
exception of 1949 when there was only a 
very slight increase. These figures show 
that in 1946 reserves were 32.5 times an- 
nual production as compared with 23 for 
1953. On the basis of most recent esti- 


Sales 
(Therms) 
(Millions) 


Total 
Customers 
(000’s) 
20,637 
21,417 
22,246 


29.4 
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The Responsibility of Regulators 


‘ ‘I AM basically sympathetic to the problems of the Federal Power Com- 

mission and other regulatory bodies. Theirs is a responsibility that 
requires great wisdom, patience, and foresight. This last requires that they 
be eternally alert to the implications of the trend of the relationship between 
the supply of and use of natural gas, and be prepared to grant reasonable 
and equitable rate increases where necessary to enable transmission and 
distribution companies to pay a price for gas which will encourage the 

taking of risks incident to its finding.” 








mates, withdrawals in 1953 were 9.2 tril- 
lion, a figure which exceeded net additions 
to reserves each year from 1947-52, in- 
clusive. It is significant that in the post- 
war years net additions to reserves ex- 
ceeded 1953 withdrawals in only two years 
—1946 and 1953. (See table, page 658.) 

I have no doubt that the demand for gas 
will increase substantially in the future 
largely through the addition of residential 
customers, even though the price of gas 
continues to rise. I also have no doubt that 
the reserves of natural gas will increase 
substantially. In fact, there is considerable 
evidence to support the belief that merely 
deeper horizons in known present fields 
will add perhaps as much as 25 per cent 
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to the reserve picture, and there is consid- 
erable evidence that substantial reserves 
will be added from offshore locations. 
Even the acceptance of these factors, how- 
ever, does not eliminate the problem that 
may one day exist for the gas consumer if 
this trend is allowed to continue. 


— geemmecnd commissions have already 

recognized this problem by prohibit- 
ing additional house-heating customers by 
distribution companies in certain localities 
until additional pipeline gas could be con- 
tracted. Obviously, the pipeline company 
wishes to do more business, as who doesn’t 
in this wonderful and dynamic economy 
of ours, so it endeavors to purchase more 
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gas from producers and to obtain Federal 
Power Commission approval for expan- 
sion of its capacity to deliver the gas to the 
consumer. 

Now the largest portion of our gas re- 
serves in this country has been found by 
searchers for oil. Undoubtedly a large 
amount will be found in this way in the 
future, but whether or not it is found in 
this manner, it is certain that it will be 
found at greater expense. This means that 
if an adequate and dependable supply of 
gas is to be available in the future, it will 
cost more to the pipeline company, more 
to the distribution company, and more to 
the consumer despite the efforts of pipeline 
companies to develop underground stor- 
age. The principal public relations job 
which the gas industry has is to beam in- 
formation to the consumer that will en- 
able him to understand this problem and 
be willing to accept a higher price for gas. 

I am basically sympathetic to the prob- 
lems of the Federal Power Commission 
and other regulatory bodies. Theirs is a 
responsibility that requires great wisdom, 
patience, and foresight. This last requires 
that they be eternally alert to the implica- 
tions of the trend of the relationship be- 
tween the supply of and use of natural gas, 
and be prepared to grant reasonable and 
equitable rate increases where necessary to 
enable transmission and distribution com- 
panies to pay a price for gas which will 
encourage the taking of risks incident to 
its finding. 


HE primary responsibility for telling 
this story to the consumer has rested 
with the distributor since the direct con- 
tact is his. However, the three segments 
of the industry—production, pipeline, and 
distribution—by the very nature of the 


business are interdependent. What hap- 
pens to one affects the others. Therefore, 
it is necessary for the distributor in ex- 
plaining the problems of the industry to 
the consumer to tell the whole story as 
production, pipelines, and distribution are 
affected, but this means a bigger and cost- 
lier information job than the distributor 
previously faced. Therefore, it is my opin- 
ion that there should be a two-way street 
of operation in carrying out this job for in 
this operation the producer and the pipe- 
liner have a stake in assisting the distribu- 
tor in telling the gas industry story. I also 
can see where the trade associations and 
the Federal Power Commission could join 
in this necessary co-ordinated industry in- 
formation effort. 

It seems to me that the fundamental 
present-day concepts of the gas business 
must be understood by the consumer. No 
longer is the major portion of his supply 
represented by flare gas. Instead, he is be- 
ing supplied by gas withdrawn from large 
reservoirs with substantial annual deple- 
tion, the replacement of which requires 
deep drilling in known areas or geological 
and geophysical work which must precede 
exploratory drilling in other areas. The 
very nature of the oil and gas business in 
our competitive economy suggests that the 
more attractive locations are subjected to 
the drill stem first and the less likely are 
put aside for more intensive work at a later 
stage of development. This means more 
work, and more work means greater cost, 
and the resultant product must bear a price 
that will provide the incentive. 


HE consumer must understand these 
facts and then must decide if he wants 
to have a continuous dependable supply of 
gas for a long future period in an amount 
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sufficient to enable him and his neighbors 
and friends to increase their use of this 
wonderful commodity. 

It should also be made clear to the con- 
sumer that gas is still very cheap and that 
increases can be made in the price of gas 
at the wellhead without raising the price 
of gas to him by an amount that would 
make it more expensive than competing 


fuels. 
sialon gas in Louisiana has recently 
been contracted at 20 cents per MCF 
for sale to a pipeline that will be construct- 
ed if Federal Power Commission approval 
is obtained. The gas would be delivered to 
a distribution company about 1,200 miles 
away at 39.5 cents. Gas for house-heating 
purposes is sold by that company for about 
73 cents, at which price it compares with 
fuel oil at about 8.7 cents per gallon and 
coal at $14 per ton. Actually, fuel oil costs 
13 cents per gallon and coal $21 per ton 
in that area. I assume that increases in the 
price of gas must be made to the consum- 
ers in that locality if the distribution com- 
pany is to earn a fair return on its rate 
base, and it must do so if it is to be able 
to attract capital in competition with other 
businesses to finance the plant additions 
necessary to meet expanding needs. It is 
only if the consumers in a given territory 


7 


conclude that they do not need or want 
more gas and will be content with a dwin- 
dling supply and have the concurrence of 
the appropriate state regulatory body and 
the Federal Power Commission that they 
can ignore the trends to which I have re- 
ferred. 


HERE is at present one unresolved 

question upon the wise solution of 
which the future of the entire industry 
may depend. This is, of course, whether 
the producers of gas are to be subject to 
regulation by the Federal Power Commis- 
sion as to the prices they receive for the 
gas they produce. It is my opinion that 
such regulation would be extremely diffi- 
cult and expensive to achieve and disad- 
vantageous in end result and that our pres- 
ent system should continue. State regula- 
tory bodies, particularly the Texas Rail- 
road Commission, have on the whole done 
a statesmanlike job with respect to regu- 
lating both gas and oil production. It is 
evident that the prime need for the entire 
gas industry is for not only continued but 
increased exploration and developmental 
activity. Anything that puts a restraint on 
such activity will not only adversely affect 
the entire gas industry but will, within a 
short period, affect the available supply of 
gas to consumers and will, in my opin- 


TRILLIONS OF CUBIC FEET 


Reserves 
Beginning 
Of Year 
147.8 
160.6 
165.9 


Addi- 
tions 
17.7 
10.9 
14.0 
12.8 
12.1 
16.2 
14.5 
20.9 
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With- 
drawals 
4.9 


2 
6 


Net 
Additions 
To 
Reserves 
12.8 
6 Ba 
0 ! 


Reserves Years’ Supply 
At End Based on 

Of Year Withdrawal 
160.6 32.5 
165.9 29.5 
173.9 28.9 
180.4 29.1 
185.6 26.9 
193.8 24.2 
199.7 23.2 
211.4 23.0 
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ion, eventually substantially increase the 
amount which consumers must pay. 

I am confident that everyone familiar 
with the gas industry agrees that the vol- 
ume of natural gas withdrawn and sold 
will continue to increase and that addi- 
tional supplies of gas will and must be 
found. 


I’ follows axiomatically that all phases of 
the industry will continue to require 
large sums of capital. The industry enjoys 
a satisfactory credit rating and investors 
have been and are now willing to place 
their funds in its approved projects. They 


will not do so in the future with the same 
degree of readiness or will do so only with 
considerably greater expense to the indus- 
try if the volume of gas reserves continues 
to decline in relation to withdrawals. 
Moreover, additional expansion will be 
difficult to achieve if consumers and the 
various regulatory authorities who act for 
them are reluctant to recognize the need 
for a return on the money invested in this 
dynamic and growing business which will 
enable it to attract capital in competition 
with many other promising and growing 
businesses in our very wonderful capital- 
istic economy. 





=. 
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Gas Industry Urges Private Enterprise Support 


_ of the growing concern over a period of years with respect 

to the future of the private enterprise system in this country, 
the American Gas Association has adopted a resolution urging that 
the government should refrain from competing with private enter- 
prise and should leave the development of the public utility business 
and other businesses to the enterprise of individual investors. 

Even though indications point toward a more constructive regula- 
tory climate, the board of directors of the American Gas Association 
believes continued strenuous efforts are necessary to preserve and 
strengthen the private enterprise system. 

For this reason, the board has declared its firm belief in and ad- 
herence to these three major principles which have guided the $14 
billion gas utility industry since its inception: (1) It is the obligation 
of the gas utility industry to supply gas to its customers at the lowest 
rates consistent with maintenance of adequate service and with fair 
treatment of investors and employees. (2) It is the duty of the gov- 
ernment to provide fair and consistent regulatory procedure which 
will assure adequate public utility service at just and reasonable 
rates. Such procedure will also permit orderly development of the 
utility industry on a sound financial basis. (3) True to the American 
tradition, the government should refrain from competing with 
private enterprise, and the development of public utility business 
and other businesses should be left to those men of vision who risk 
their capital in the hope of reward through private enterprise. 

Each member company of the association has been requested to 
take whatever steps are necessary to encourage adherence to these 
fundamental American principles. 
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Will “Cybernetics” Do Away 
With People? 


Electronic brains, push-button factories, cybernetics— 
telephone engineers have been living with them many 


years, and have always needed more and more people. 
By JAMES H. COLLINS* 


UDDENLY, the wonders - of - science 
writers have got hold of “automa- 
tion,” and are picturing the marvel- 

ous new world it is going to bring about. 
And scaring the daylight out of the fellow 
with a job. 

Production controlled by instruments, 
problems solved by electronic brains, no 
more drudgery, no more boring tasks— 
and he is promised a 6-hour day, a 3-day 
week, two cars in the garage, a chicken 
in every pot. 

His big problem is going to be what to 
do with his new leisure. 

But the fellow with a job is turning the 
picture over, looking at the back. 

*Professional writer, resident in Hollywood, 


California. For additional personal note, see “Pages 
with the Editors.” 
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“Huh? Machines doing everything?” 
he ponders. “Things made so cheap I can 
afford to buy twice as much of every- 
thing? No people needed, nothing but 
gadgets? What becomes of my job, and 
me? How do I buy these things without a 
pay check? Something here needs to be 
explained.” 

Imaginatively, he sees himself standing 
in line for unemployment compensation, 
explaining to skeptical officials where he 
has been looking for another job. 

The questions being raised by automa- 
tion call for answers from management 
in many lines of business that are to be 
affected. 

It happens that in the utility field there 
is one business where automation has been 
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going on for more than a generation. It 
has been comfortably lived with. Seldom 
has anyone ever had to worry about be- 
ing “improved” out of a telephone job. 

Telephone experience may be useful to 
management in other industries, supply- 
ing answers for job insurance. 


HE wonder-mongers seem to be mix- 
ing up different aspects of automa- 
tion. 

Most spectacular are the electronic 
brains, the new science of cybernetics, 
that fill rooms with arrangements of 
tubes, and take a problem punched in a 
card, and, after hours, come up with an 
answer that would occupy a hundred 
Einsteins a dozen years, if computed by 
ordinary mathematical methods. These 
machines will predict election results, or 
forecast the weather, or solve complicated 
problems of jet propulsion, or guided 
missiles, or the intricacies of corporation 
affairs. 

Then, there are the push-button fac- 
tories that are going to take in raw ma- 
terials at one door and spew out commodi- 
ties at another: consumer goods ready 
wrapped, complete engine blocks, house- 
hold appliances, whatever is wanted. All 
done automatically ; everything controlled 
by instruments. 

The fellow with a factory job pictures 
his work without him. He may read about 
the “one-man” factory in California, 
which takes waste mineral from a roast- 
ing plant and processes it into a market- 
able chemical, with only one employee to 
keep an eye on the gadgets. 

Another aspect of automation is the 
trend toward turning batch production 
into continuous processes. Typical at the 
moment is a loaf of bread. From time’s 


beginning, bread has been baked in 
batches. Now the flour comes in motor 
trucks, is fed out from silos, passes 
through the latest mechanized bakery, and 
comes out sliced and wrapped. The bak- 
ing business is in a whirl, because mecha- 
nization is not only displacing bakers, but 
is scrapping machinery that yesterday was 
the last word. 


HERE is paper work—automation 

coming to the office. Figures are 
marshaled to demonstrate that paper work 
is really doing us in, unbeknownst. Too 
many carbon copies, too much paper be- 
ing filed and stored, too many office 
workers performing needless operations, 
running up the cost of goods. 

But tomorrow, business machines will 
take over. No more coffee breaks! No 
more gathering round the water cooler 
for scuttlebutt. There will be nobody to 
gather. Robots everywhere, and the Old 
Man all alone, watching pointers on dials. 

Everyday we read of tiny whisks 
that perform miracles of work always 
done by human brains and judgment. 
Tireless, too stupid to make mistakes. 
And the elderly fellow with an inspection 
or warehouse job reads about television 
systems that watch remote operations. 

See! No hands! 

Wonders of science will never cease. 

The fellow with a job is worried. Espe- 
cially if he is getting on toward forty. He 
puts an entirely different meaning on 
“hands.” His own hands, his skill, his 
experience. 

There is the craving for job security. 
Guaranteed wages and a minimum work- 
ing year are being argued. Automation is 
cropping up in collective bargaining. 

Questions for management to answer 
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are being raised, because automation is 
being made a bogy, a new industrial 
revolution that will substitute machines 
for brains, as the first revolution substi- 
tuted machines for muscles. 

Wonderful new age! 

“How about me?” asks the fellow with 
a job. 


N telephony, there appear to be at 

least three answers that have value for 

management in other industries, where 
automation is developing. 

First, telephone mechanization has al- 
ways been planned so far ahead that em- 
ployees could be taken care of, and have 
been. There have been wonders as revolu- 
tionary as any, but never coming unex- 
pectedly. 

Second, telephone management has 
been keen about job training. Even be- 
fore the war, during which the military 
worked out new, fast-training techniques, 
the telephone business had had to train 
people in new jobs, brought by improve- 
ments, and also for individual advance- 
ment. 

Third, telephony has long had a strong 
“sense of company.” Perhaps it was 
caught from railroading, when the latter 
was America’s only Big Business. The 
trains must go through! And telephone 
people stuck to switchboards in emergen- 
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cies, made quick repairs, reported in for 
duty during their off hours. This com- 
pany sense has been publicized in many 
ways, but always in terms of service to 
the public. It gives employees the feeling 
that they work for a fine organization, 
that the company will always be hep to 
what cooks, that it is thinking about its 
people. 

There is a telephone saying, “With us, 
people come first.” Pacific Telephone 
headquarters in Los Angeles has a sign 
reading, “For a good job with a good 
company, apply inside.” It is a permanent 
gold-lettered sign. 

“No matter what the engineers de- 
velop,” telephone employees say, “I should 
worry about my job—this company will 
look out for me.” 


f aenernenaigy plant has been likened to 
a factory, that manufactures contacts 
between people who want to talk to each 
other. Speeding up the connections cuts 
costs and time, improves the service, low- 
ers rates, results in more sales, as with 
factory goods. 

Also, telephone plant has been likened 
to the self-service of the supermarket— 
the more customers can wait on them- 
selves, the more time and money saved. 

Long, long ago, telephone engineers 
got busy on the push-button principle for 


“TELEPHONE engineers are calm about automation. To them, 
it is just part of the mechanization that dates back to Watt's 
steam engine governor, Jacquard’s perforated cards for weav- 
ing patterns. They see limitations overlooked by the wonder- 
mongers. Recently, the engineers of a large control instrument 
company .. . did some imaginative figuring on an electronic 
brain that would be as good as a human brain.” 
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their factory, with electric brains, cyber- 
netic steersmen, self-service—in the word 
we have for it now, automation. 

In 1884, Bell engineers contrived a 
“village” system for doing away with 
“Central” in communities where all traffic 
passed through a single exchange. All 
subscribers’ lines were run through each 
subscriber’s office or home, making con- 
nections there. 

In 1892, the independent (non-Bell) 
telephone manufacturing industry made 
an important contribution. A “step-by- 
step” system was installed in La Porte, 
Indiana, by the Automatic Electric Com- 
pany, with five pairs instead of one, run- 
ning to the central exchange, with push- 
button operation. 

In 1896 a “finger-wheel” system was 
installed in Milwaukee, the dial system in 
the cradle, and over the years the present 
dial system was evolved, until introduced 
in single exchanges in cities like Omaha 
(1921) and New York (1922). 

The goal today is national dialing. 
Over the nation there is still about 25 per 
cent of manual switching. 

Telephony had an “electrical brain” in 
1912, before electronic tubes appeared. 
When the subscriber sought a number, it 
started looking for a channel. Dial mech- 
anism today seeks the fastest channel, 
goes around if it runs into a busy signal, 
finds another path, all in seconds. 


beers: “lab” researchers are far 

ahead of the engineers—space cadets, 
in fact. Just now, they have an experi- 
mental gadget that will listen to a spoken 
number, translate it into colored lights, 
and make a mechanical connection. It may 
be taught to say a few words, but not in the 
immediate future. Still farther away, it 


might write spoken words on a typewriter. 
This is the “automatic digit recognizer.” 
Using initials, it has been christened 
“Audry.” 

In other industries, automation seems 
to be coming suddenly, from the outside, 
as a threat, in the shape of startling new 
equipment that management must install 
to beat competitors. The fellow with a 
job sees a vision, himself ringing out of 
the familiar factory tonight, and finding 
robots everywhere, doing everything, to- 
morrow morning. 

The research men and engineers at 
work on various phases of automation do 
not anticipate any such “Presto, change!” 
They doubt whether push-button methods 
can be applied to all industries. They be- 
lieve that there will be time to plan ahead, 
and take care of people. 


|. aecuenets job of telephone 

mechanization has been going on 
among California companies since 1940, 
with acceleration at war’s end in 1946, 
when equipment and materials again be- 
came available to tackle a huge backlog 
of waiting orders. Growth of plant had 
been meager during the war, and Cali- 
fornia population and industry had bal- 
looned. Figures for the entire industry 
show what happened.” 

The state as a whole was about 69 per 
cent dial in 1940, which was brought up to 
89 per cent by 1951. Northern California 
was less than half manual, 46 per cent, 
and was brought up to 83 per cent dial. 


1Data prepared in 1951 for the California 
Public Utilities Commission, by a committee of 
executives from Pacific Telephone & Telegraph 
Company (Bell); Associated Telephone Company, 
Ltd.; California-Pacific Utilities Company; Cali- 
fornia Independent Telephone Association; Cali- 
fornia Water & Telephone Company. Representing 
about 60 companies. 
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Sales Volume and the Machine 


66 Pp“ of automation, it is promised, is go- 
ing to be bigger and better markets. With 








your costs and prices coming down, more peo- 
ple will be able to buy and enjoy more things, 
provided management realizes that marketing 
is now the key factor and does the selling job. 
Sales-minded fellows are insistent on this point: 

















Goods piling up, consumers must be taught to 
consume more. The standard of living must 
increase each year until, by 1975, say, people 
alive today will not recognize America in its 


plushiness.” 








Southern California was more highly 
mechanized, about 88 per cent dial in 
1940, and has been brought up to around 
95 per cent—is approaching full mecha- 
nization. 

Many old manual stations were con- 
verted to dial, and of course all new ex- 
changes built were modern. So there was 
a great elimination of switchboard jobs, 
both actual—where operators were no 
longer needed for that work—and theo- 
retical—where new facailities created no 
such jobs. 

But the total work force was more than 
doubled, from 27,000 employees in 1940 
to 64,000 in 1951. About 62 per cent of 
employees are women, and the increase 
was from 16,000 to 40,000. In 1940, tele- 
phone service employed 13 per cent of all 
women in California factory jobs, reached 
20 per cent during the postwar period, 
and is today around 17 per cent. 


B= engineers have calculated that 
Los Angeles city traffic today, on a 
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manual basis, would require a board ex- 
tending from downtown to Beverly Hills, 
nine or ten miles. They haven’t calculated 
where the girls could be found to operate 
such a board. There has been a persistent 
shortage all those years. 

Engineers always reach for a slide rule. 
At the end of 1944, Bell was 200,000 
phones behind orders. All new construc- 
tion would be mechanized. 

“What’s going to happen to jobs?” was 
asked. 

The engineers were confident that no 
jobs would be lost, but that more would 
be created, as always had been. They 
figured an increase of 25 per cent in em- 
ployees, felt that maybe they were stick- 
ing out their necks, but so the curve 
projected. 

It has turned out to be more nearly 100 
per cent. 

On the average, two to three years will 
elapse between management’s first con- 
sideration of a new exchange, the engi- 
neering, commercial, traffic, and plant 








studies, the construction and installation 
of equipment, and the final cut over. 

Typical project is Riverside, in south- 
ern California, which next October 17th 
will be cut over to dial operation. Two 
years have passed since the final studies 
were made to determine, by the nature of 
the traffic, the calling habits of subscrib- 
ers, the rate of growth and requirements 
for the future, whether an existing ex- 
change shall be modernized, or a new ex- 
change built elsewhere. Schedules are set 
up, and included is training for employees 
in new techniques at the proper time, gen- 
erally a year ahead. 


N a manual basis, Riverside’s old 

switchboards employed 240 women 

operators. With dial operation, about 150 
will be needed. 

The normal number of quits in a year 
would be around ninety, so new hirings 
are suspended a year ahead, automatical- 
ly adjusting the number of women em- 
ployees. 

Also, a 6-day week will be worked, in- 
stead of the usual 5-day week. If there 
are temporary shortages of operators, 
others can be brought in from near-by 
exchanges. 

Meanwhile, regular operators are be- 
ing trained for dial jobs like information, 
interception, assistance to subscribers, 
long-distance traffic, and so on, needed 
when the cut over is made. 

Some circuits from near-by exchanges 
are being brought into Riverside, adding 
about thirty operators. 

After cut over, the regular rate of new 
hirings is resumed. 

“Think!” is a famous desk slogan. 

On the telephone man’s desk it would 
be “Tomorrow!” 
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—— but all this time there has been 
a runaway market for phone serv- 
ice,” is pointed out. “How many em- 
ployees would have lost their jobs by 
mechanization if there had been no big 
backlog of waiting customers?” 

Very good point! 

Part of automation, it is promised, is 
going to be bigger and better markets. 
With your costs and prices coming down, 
more people will be able to buy and enjoy 
more things, provided management real- 
izes that marketing is now the key factor 
and does the selling job. 

Sales-minded fellows are insistent on 
this point: Goods piling up, consumers 
must be taught to consume more. The 
standard of living must increase each 
year until, by 1975, say, people alive to- 
day will not recognize America in its 
plushiness. Everything must be on the 
up and up; the economy is on the wing. 

Maybe this will sound a bit familiar to 
the old bird who remembers the New 
Economic Era of the 1920’s. If so, let 
him keep it to himself. 

Revivalistic technique has been applied 
to automation, to scare the daylight out 
of management fellows. 

Once they took their economics raw. So 
much retail trade, steel production, un- 
employment, and so on, from which they 
drew their own conclusions. Then the 
prognosticators discovered that hell-fire 
treatment, “What are you going to do 
about carloadings, bank clearings?” was 
something the management boys would 
pay for. “Suppose your sales shrink— 
what then? Or suppose your sales in- 
crease—how much are you going to get, 
how much your competitors?” 

At their lunch clubs, in their business 
journals, the management boys are told 
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that automation is going to eliminate 
them, unless they wake up to the new 
tempo, the new orientation of business. 
Until now, production has been every- 
thing. With automation it will become 
just a matter of push buttons and instru- 
ment panels. Tomorrow, the president of 
the company, and the chairman of the 
board, and several vice presidents, will be 
men with selling backgrounds. 


R=: the sales-minded fellows are 

booted and spurred and climbing in 
the saddle. They announce automation as 
doom to the management boys, unless they 
change their ways. 

And the management boys apparently 
like automation cooked and served that 
way. 

“The problems are formidable,” they 
admit. “It is disturbing. But we want to 
face the facts. We must be realistic.” 

And they pick up the check. 

Good selling has been part of the tele- 
phone business from the beginning. Its 
wonders of science have been publicized in 
terms of better service and lower rates to 
the public. Nobody has been menaced. 
Telephone mechanization has illustrated 
the principle that every American be- 
lieves in—that it makes more jobs than 
it eliminates. 

Telephony’s customers have respond- 
ed, increasing the volume of traffic. They 
have learned to talk more, and farther. 
During the war millions of men and 
women in service talked to their families 
across the country, and overseas, and dis- 
covered how clear the transmission was, 
and how reasonable the rates, which 
through the years have been coming down. 

The supermarket angle of telephone 


service has been discovered since the war, 
in the outdoor pay station. For years, pay 
phones had been located indoors. The 
customer who wanted to talk looked for a 
sign on a drugstore or barber shop. Now, 
with booths placed outdoors, at busy in- 
tersections, customers are reminded to 
call up Aunt Jane; talk becomes impulse 
merchandise. 


_ engineers are calm about 

automation. To them, it is just part 
of the mechanization that dates back to 
Watt’s steam engine governor, Jacquard’s 
perforated cards for weaving patterns. 
They see limitations overlooked by the 
wonder-mongers. 

Recently, the engineers of a large con- 
trol instrument company (Minneapolis- 
Honeywell) did some imaginative figur- 
ing on an electronic brain that would be 
as good as a human brain. It would take 
the Pentagon to house it, they reported, 
the waters of the Mississippi to cool it, 
and the power load of a large city to run it. 

“Some day the most elaborate elec- 
tronic brain may be as good as an ant’s 
brain,” they concluded. 

“Suppose everything does go push 
button,” reason the telephone engineers. 
“No people in production—people just be- 
come consumers. 

“Suppose one little robot gets the 
bellyache. There will have to be bigger 
and better trouble shooters to get the sys- 
tem perking again. At least, we’ve had to 
train them in this business, for more in- 
teresting jobs. 

“If everything comes to push buttons, 
we will need a lot of push buttons. And 
we will probably have to hire people to 
make them.” 
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Washington and 


the Utilities 


Gas Bill Hearings Put Off 


ie action of the Senate Interstate 
Commerce Committee in postponing 
for at least a month hearings on the Fer- 
guson Bill (S 3178) kills what little hope 
there might have been for this legislation 
to emerge from House or Senate pigeon- 
holes. The Ferguson Bill, which has a 
companion in the House known as the 
Oakman Bill, would make it mandatory 
for the Federal Power Commission to go 
back to the original cost rate base treat- 
ment of company-owned production in 
fixing rates under the Natural Gas Act. 
Hearings had been scheduled to begin 
May 6th. But the postponement until June 
was made on request of the bill’s author, 
Senator Ferguson (Republican, Michi- 
gan). 

When this measure was first introduced, 
just before the FPC ditched the original 
cost rate base and adopted “fair field price” 
(for company-owned production) in de- 
ciding the Panhandle Eastern Pipe Line 
Case, there was some speculation about 
the authors’ objective and about the pres- 
sure behind the bills. Now it would appear 
that at least one of the reasons for the 
introduction of this legislation so late in 























the congressional session, was to make a 
little political hay for the authors in the 
forthcoming close election contests. In gas- 
consuming states such as Michigan, the 
reaction to the Panhandle Eastern Pipe 
Line decision has indicated that a politi- 
cal issue will be made over gas rate in- 
creases. 

Another measure to come before the 
Purtell Subcommittee of the Senate Inter- 
state Commerce Committee is the Hunt 
Bill (S 1287), which would restrict im- 
portation or exportation of natural gas 
from Canada or Mexico. Hearings on this 
bill were held May 13th and 14th. 


N indication of wide interest in both 
of these measures is to be found in 
the considerable list of witnesses who have 
requested time to appear for or against 
both of these bills. Appearing on the Fer- 
guson Bill are: Senator Ferguson, spon- 
sor of the measure; Paul Kayser, presi- 
dent of El Paso Natural Gas Company; 
Michigan’s attorney general ; a representa- 
tive of Wayne county, Michigan; John A. 
Ferguson, executive director of the Inde- 
pendent Natural Gas Association of 
America; and Glenn W. Clark, president 
of Cities Service Gas Company. 
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An even greater number of persons have 
indicated a wish to present their views on 
the Hunt Bill: Senator Hunt (Democrat, 
Wyoming) and other Congressmen; rep- 
resentatives of the National Coal Asso- 
ciation, Independent Natural Gas Associa- 
tion, United Mine Workers of America, 
and coal producer groups; Edward Falck, 
representing Southern California Gas 
Company and Southern Counties Gas 
Company of California; Paul H. Graves, 
president of Trans-Northwest Gas, Inc.; 
C. R. Hetherington, vice president of 
Westcoast Transmission Company, Ltd. ; 
and C. H. Gueffroy, president, Portland 
Gas & Coke Company. 


¥ 


Preference Clause Still Strong 


oo dropping of the traditional pref- 
erence clause in a new federal power 
proposal has been made by the Interior 
Department, which would allow federal 
loans for nonfederal reclamation projects. 
It would also drop acreage limitations con- 
tained in most reclamation legislation. The 
idea faces stiff opposition in the House 
Interior Affairs Committee. Chairman 
Miller (Republican, Nebraska) termed the 
proposal “completely unacceptable,” al- 
though he has expressed a willingness to 
amend his own bill (HR 5301), which 
would permit such loans with “prefer- 
ence” guaranties and the 160-acreage limi- 
tation with respect to irrigation provisions. 

The legislation is designed to aid local 
groups to finance their own multipurpose 
projects through bond issues, such as the 
tridam multipurpose projects on the Stan- 
islaus river in California. This is the first 
attempt to get new public power legisla- 
tion through Congress without the “pref- 
erence clause.” But the hang-over of sen- 
timent in favor of the traditional “prefer- 
ence clause” in such laws is still too strong 
to expect a congressional majority to shift 
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to the point of enactment such a bill at 
this time or for the indefinite future. 


f ben preference clause came in for 
plenty of criticism by witnesses ap- 
pearing before the Hoover Commission 
task force which opened hearings on the 
West coast early in May. This is the Task 
Force on Water Resources and Power, 
which heard public officials, businessmen, 
and municipal plant managers criticize the 
power and resources project policy of pre- 
vious administrations. 

Dr. Robert G. Sproul, president of the 
University of California, submitted a 
statement urging strict requirements which 
would oblige the federal government to 
sell power without discrimination as to 
private or public buyers. Dr. Sproul heads 
the California State Chamber of Com- 
merce’s natural resources committee. He 
confessed some confusion over policy of 
a government which favors one com- 
munity with a low rate because it is served 
by a publicly owned plant. 

The active rdle of the federal govern- 
ment in reclamation and power develop- 
ment was hit by two Los Angeles wit- 
nesses. H. A. Miller, a chamber official, 
and Samuel B. Morris, general manager 
of the city’s Water and Power Depart- 
ment, recommended the application of 
sound business principles to federal proj- 
ect cost analysis. Morris contended that 
projects should be built only where their 
cost could be made self-liquidating. He 
urged dropping the “one basin account” 
for river systems, saying that the method 
was used to carry unsound projects which 
never could stand alone without subsidy. 

W. M. Harrison, chairman of the Com- 
mittee for California Ownership of the 
Central Valley Project, told the Hoover 
Commission unit that only through state 
purchase of the U. S. Bureau of Recla- 
mation project could justice prevail. 





Wire and Wireless 


Communication 


Lee Discusses Industrial 
Communications 


LECTRIC utility companies are the 
heaviest users of industrial radio com- 
munications, according to Robert E. Lee, 
member of the Federal Communications 
Commission. In an address to the Indus- 
trial Communications Association Con- 
ference in Washington, D. C., early this 
month, Lee said the use of two-way mo- 
bile communication by the power indus- 
try has resulted in greater safety to the 
general public, continuity of service, and 
rapid restoration of service when it is dis- 
rupted. This has more than justified the 
establishment of such a service, Lee said, 
adding that the FCC’s books now show 
nearly 7,400 authorizations to power util- 
ity companies. 

“Petroleum and natural gas industries 
are running a close second to the power 
utility companies in the use of radio,” Lee 
told the conference. “It is being employed 
in locating new oil fields both on and off- 
shore, drilling new wells, operating pro- 
ducing fields, and in working almost every 
oil and gas pipeline system in the coun- 
try.” There are about 5,300 authorizations 
to oil and gas companies, Lee revealed. 


HE fact that there are more than 255,- 
000 authorizations in all the safety 
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and special radio services, and that dur- 
ing the last fiscal year the FCC received 
more than 141,000 applications from this 
field, explains why the “housing shortage” 
in the radio spectrum has made it impossi- 
ble for the commission to grant the re- 
quest of every business or person who 
wants to use radio for private purposes. 
Naturally, the commission is trying to find 
ways to make a fuller and more economi- 
cal use of the limited frequency space. 
The fundamental problem of frequency 
availability is present in all of the spec- 
trum engineers now know how to use, Lee 
noted. “. .. we must not forget and must 
make use of communications facilities 
make use of communication facilities other 
than radio whenever possible.” 

“In any case where fixed point-to-point 
communication is required, main reliance 
must be placed on the common carrier fa- 
cilities furnished by the telephone and 
telegraph companies if we are to make the 
most effective use of the limited avail- 
able spectrum space,” Lee told the con- 
ference. “The common carriers have 
accomplished unprecedented improvement 
and expansion in the postwar years,” he 
said, noting that the Bell system has added 
more than 19,000,000 telephones since the 
end of World War II in contrast to the 
22,000,000 telephones installed in the al- 
most 70-year period ending 1945. 
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M than 4,000 American business 
firms are now using private wire 
telegraph systems leased from Western 
Union to handle their communications, 
Lee revealed. These leased wire networks 
employ 1,360,000 miles of telegraph cir- 
cuits and link thousands of headquarters 
offices, branches, and plants throughout 
the nation for the direct, two-way ex- 
change of volume communications. Lee 
also mentioned the development by West- 
ern Union of a new facsimile system, 
known as “Intrafax” which is now avail- 
able to industry for the transmission of 
communications in picture form. This sys- 
tem already is being used by many large 
industries for sending charts, diagrams, 
data, and other graphic material. 

How does the use of common carrier 
facilities help the overcrowded radio fre- 
quency situation? Lee explained: 


Many thousands of common carrier 
circuits are in cables which take none 
of the frequency space. Thousands more 
are in broad band radio systems which 
make highly efficient use of the spectrum 
to the fullest public benefit. The net- 
works of common carrier lines take al- 
ternate routes, frequently over radio as 
well as cable paths, and the circuits can 
be interconnected at many locations to 
provide alternate facilities in case of 
circuit failure. Common carriers have 
highly trained forces available day and 
night throughout the country to re- 
route, repair, and maintain these facili- 
ties. Nowhere else in the world does the 
public get such varied and widespread 
services at so little comparable cost. 


hm advised those industries planning 
private communication systems to 
study and be fully aware of the vast reser- 
voir of common carrier facilities already 
available before arriving at decisions. “Bil- 


lions of dollars in plants have been in- 
vested and dedicated to your service,” Lee 
told the conference, ‘“‘and great industrial 
laboratories are maintained for the pur- 
pose of meeting your needs. The use of 
these services means that your capital dol- 
lars are freed for further contributions to 
the national economy, which only your 
businesses are in a position to make.” 
Service by common carriers, subject to 
reasonable regulation, Lee concluded, is 
the American way of avoiding the eco- 
nomic waste that unnecessary duplication 
of communication systems creates. 


« 
REA Adopts Short Cut in 


Loan Processing 


f hpew Rural Electrification Administra- 
tion has adopted a new preloan pro- 
cedure to speed up the processing of loans 
for rural telephone service. The key to the 
change, according to REA Administrator 
Ancher Nelsen, is a recently revised stand- 
ard contract for engineering services 
which REA recommends for use by ap- 
plicants for loans. The new procedure 
combines into a single engineering study 
a number of different engineering steps 
which have proved time-consuming to 
telephone organizations applying for loans 
to provide modern telephone service in 
rural areas. 

Under the new contract consulting en- 
gineers will complete the fundamental en- 
gineering studies before the REA loan is 
made. Such a procedure is expected to 
shorten materially the time required for 
REA process loans and to advance con- 
struction funds to borrowers. It was 
adopted after being discussed with and 
endorsed by a recent conference of con- 
sulting engineers in telephone plant con- 
struction from all parts of the country. 
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Financial News 
and Comment 


By OWEN ELY 


Outlook for Natural Gas 
Utilities Improved by New 
FPC Rate Policy 


.— natural gas industry had a mod- 
erately favorable year in 1953, al- 
though unseasonably warm winter weath- 
er again retarded house-heating sales of 
gas for companies in certain areas, Per- 
centage increases over 1952 for class A 
and B gas utilities were as follows (as 
reported by the FPC in its December bul- 
letin) : 


Month of Year 
December 1953 


Revenues 

Cost of Purchased Gas 
Salaries and Wages 

Other Operating Expenses ... 
Depreciation and Amortization 


Net Gas Operating Revenues . . 
Gross Income 

Income Deductions 

Net Income 
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Earnings data are not available yet for 
early 1954. Total sales, in millions of 
therms, for the entire gas industry (in- 
cluding manufactured and mixed gas) for 
the first quarter this year compared as 
follows with last year: 


Per Cent 
1954 1953 Increase 
January 6,556 6,055 8.3% 
February 6,185 5,610 10.3 
March 5,905 5,680 4.0 


17,345 7.570 





Recently, the industry has been great- 
ly encouraged by the changed regulatory 
policy of the Federal Power Commis- 
sion. First came the struggle of the 
Columbia Gas System to obtain rate in- 
creases for its subsidiaries (covering in- 
terstate business) to offset the higher cost 
of purchased gas. The first FPC decision 
proved disappointing, but following a 
protest about the erroneous methods of 
calculating rate of return used by the staff, 
the final decision gave the system substan- 
tial relief. 


‘_— commission has also speeded up 
its decisions, largely by using the con- 
ference method and “canned” testimony. 
(See page 618, May 13th issue.) How- 
ever, the continuing rise in field prices for 
natural gas has resulted in recent appli- 
cations for rate increases totaling nearly 


MAY 27, 1954 





PUBLIC UTILITIES FORTNIGHTLY 


$22,500,000 by six pipeline companies, all 
of which have had other increases made 
effective in the past few months. The larg- 
est proposed increase is by Tennessee Gas 
Transmission ($13,600,000), resulting 
from “price redetermination” clauses in 
gas purchase contracts. 

Possibly as a result of these recurring 
rate increase applications the FPC has now 
announced that it has under consideration 
the desirability of adopting rules concern- 
ing automatic escalation and favored na- 
tion clauses in gas purchase contracts by 
interstate natural gas companies with pro- 
ducing companies. Declaring that while it 
is generally desirable for the protection of 
consumers that the interstate pipeline 
companies’ gas purchase contracts cover 
periods of maximum duration rather than 
only short limited periods, the commission 
said that nevertheless “contract provisions 
which are not in the public interest should 
not be approved or given formal recogni- 
tion merely for the purpose of extending 
the reserve contract period.” 

The commission said that it is consid- 
ering the desirability of adopting rules 
either in connection with the issuance of 
certificates whereby contracts with these 
features would be declared not to be ac- 
ceptable as evidence of gas supply, or in 
connection with rate making whereby 
increased payments made under escalator 
provisions but having no relation to addi- 
tional or improved service or gas supplies 
could be disallowed, “or in some other con- 
nection whereby effective action can be 
taken in the premises pursuant to the terms 
of the act.” 


N a recent noteworthy decision the Fed- 
eral Power Commission definitely modi- 
fied a former trend of “New Deal” regu- 
latory policy, by adopting the so-called 
“fair field price” method for fixing rea- 
sonable rates for pipeline companies that 
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produce as well as transport and sell gas, 
This is not, of course, a complete depar- 
ture from the original cost rate base used 
by the commission since 1938, since the 
latter will still apply to facilities for the 
transmission and distribution of natural 
gas. The decision will, however, permit the 
utility to value the gas which it produces 
on a comparable basis to the amount which 
it would have to pay if it bought the gas 
from outside producers in the same field. 
This will encourage natural gas utilities 
to acquire larger reserves of their own, and 
thus help to stabilize the industry. 

The “fair field price” policy adopted by 
the commission is not identical with the 
current field price paid under new con- 
tracts, but has initially been defined as the 
weighted average price paid for identical 
gas in arm’s-length sales in the same fields. 
If this average is weighted by prices estab- 
lished in previous contracts, it may be 
considerably lower than current prices. 
However, if gas prices under new con- 
tracts continue to advance, it is possible 
that increasing weight will be given to the 
current field price and over a period of 
time the “fair field price” will tend to ap- 
proach the actual price paid under new 
contracts. (The recent statement of policy 
with respect to escalator clauses may op- 
erate to retard this trend, however.) 


HIs important change in federal regu- 

latory policy was contained in the 
Panhandle Eastern Pipe Line decision. 
This decision was considered constructive 
on balance for the industry as a whole, 
although it reduced the company’s re- 
quested $21,400,000 rate increase (filed 
in August, 1951, and later put into effect 
under bond) to only $12,800,000. The 
company was allowed a rate of return of 
5} per cent instead of the 6} per cent 
asked. But a partially offsetting factor was 
the substantial increase in operating costs 
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permitted before arriving at the permissi- 
ble net operating income—5# per cent on 
net cost of plant devoted to transmission 
and distribution. Panhandle had been pay- 
ing an average of about 8.4 cents per thou- 
sand cubic feet for gas purchased from 
independent producers in the same field, 
and the decision permitted the cost of gas 
produced by the company itself to be 
valued at the same price, which was about 
ten times as large as it would have been 
under the old formula. 


HUuS, while transmission and distribut- 

ing facilities are still valued at net 
original cost for rate purposes, production 
facilities are given a sort of “fair value” 
basis. Such a basis could not be compared 
with cost of reproduction since the latter 
figure would probably reflect the highest 
cost now being charged for gas, perhaps 
around 15 cents per mcr. The 8.4 cents 
represents an average of old and new sales 
contracts and hence may be considered an 
“in between” figure, somewhat compara- 


& 


ble to the fair value compromise between 
original cost and reproduction cost. 


WwW" Panhandle’s reserves estimated 
at over 3.5 trillion cubic feet, Bar- 
ron’s (April 26th issue) points out that 
this would increase the value of the com- 
pany’s reserves to around $300,000,000 
or about 100 times the depreciated net 
investment cost carried on the company’s 
books. For the industry as a whole it has 
been estimated that reserves would be 
valued at about $1 billion higher than the 
original cost. Both these estimates seem 
very high. Other companies which may 
benefit by the decision (after rate increases 
are applied for and approved) are Colo- 
rado Interstate Gas, Northern Natural 
Gas, Arkansas Louisiana Gas, Peoples 
Gas Light & Coke, and Equitable Gas. 
While the first two companies named will 
probably benefit the most (after Pan- 
handle), it is very difficult at this stage to 
attempt any valuation of future benefits 
because of the many factors involved. 


RECENT RATES OF RETURN 
NATURAL GAS DISTRIBUTION UTILITIES 


Date of 
Decision 


11/19/52 
12/ 2/52 
12/18/52 
4/20/53 
4/28/53 
5/28/53 


Company 
Michigan Consolidated Gas 


Consumers Power Company 


Peoples Gas Light & Coke 


Jurisdiction 
Michigan 
Southern Galt. Gag CO: cccccccs cee oe California 
Michigan 
Washington Gas Light Co, ..........00-- Wash., D. C. 
Southern Onion Gas Co). ..cccsseeesee New Mexico 


Rate of Return 
Nominal On Average 
Per Cent Depreciated 
Per Decision Original Cost—% 


6.65% (a) (c) 
5.85 
6.94 (a) 


(b) 
(b) 


7/14/53 
7/31/53 


Southern Counties Gas Co. ............ California 
Oklahoma Natural Gas Co. ..........06 Oklahoma 
Wisconsin Natural Gas Co. ..........+- Wisconsin 
Manufacturers Light & Heat Penn. 
Peoples: Natural Gas CO) 6.66. cecescieiees Penn. 
Indiana Gas and Water Co. .........s.- Indiana 
HOMLCUORUCL Gas CO. cs ccscseceseeseees West Va. 
Pennsylvatiia Gas CO. ne% sos ss dieses sien Penn. 
Consolidated Gas Utilities Oklahoma 
UDC SELVICe OF GOI) 6:6 ss6006-00%0008 Colorado 
Coast Counties Gas & El. oo... cccsccs es California 
Northern Illinois Gas Co. ............. Illinois 
Average 


(b) 


(b) 
(b) 
(b) 


(b) 
(b) 


DAXAXNNOS BN D On G1 Oy Ov 
woot eS 
SSSR| SERS 


1/16/54 


(c) Company claim allowed in full. 
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(a) Based on investment. (b) Based on end of test period rate base. 
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The new ruling may check the trend in 
recent years to a “spin off” policy by nat- 
ural gas utilities. Thus such companies as 
Southern Production Company, Hugoton 
Production Company, Aztec Oil & Gas 
Company, and others represent the segre- 
gation of production facilities and wildcat 
acreage by large gas utilities. 


Se of the most important natural gas 
reserves are owned by oil companies, 
and because of the previous restrictive 
FPC regulation there has been little tend- 
ency by gas utilities in the past decade 
either to purchase these reserves, or to de- 
velop new reserves for themselves by ex- 
ploration. Barron’s estimates that the pro- 
portion of gas supplied by pipeline com- 
panies from their own wells has declined in 
the past twelve years or so from 30 per 
cent to around 12 per cent. Now, however, 
there are indications that several pipeline 
systems will seek to increase their reserves 
by development programs (including ex- 
ploration in the Gulf coast tidelands area 
jointly with the oil industry). 

The future outlook for the gas industry 
may be further clarified by a Supreme 
Court decision within the near future, 
which will finally determine whether the 
FPC has jurisdiction over independent gas 
producers and gatherers—principally the 
oil companies, but also including a number 
of nonutility gas companies which do not 
distribute and sell gas at retail. If the FPC 
is given this regulatory job—which in the 
past it has not been very anxious to as- 
sume, but which might now be facilitated 
by the Panhandle decision—this would 
tend to correlate all phases of the gas in- 
dustry more closely, and promote a more 
orderly development and usage of gas 
resources. 


eames received some supplemen- 
tary benefits in the FPC decision. It is 
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allowed to keep the benefits of its accel- 
erated tax amortization certificates rather 
than having to pass these benefits to cus- 
tomers, as the previous membership of the 
FPC appeared to favor. It also allows Pan- 
handle to retain the tax benefits of the 
statutory 274 per cent depletion allowance 
on its produ txon properties instead of 
passing these on to the customer. 

The new valuation of gas produced by 
pipelines will necessitate rate increases at 
the consumer level. However, these in- 
creases will be limited. In the case of Pan- 
handle Eastern the increase is estimated 
to amount to 1.3 cents per thousand cubic 
feet and the typical residential consumer 
in Detroit, at the end of the line, faces 
an increase of only about 25 cents per 
month or 1.6 per cent of his gas bill. 

Share earnings of the companies named 
above will not necessarily be improved in 
future as a result of the new rule and 
anticipated rate increases. The additional 
cash income might be offset by charges for 
the cost of new drilling, wildcatting, losses 
on dry holes, and other development ex- 
penses. Should the company decide to im- 
prove its share earnings, however, this 
could be done directly by taking advantage 
of the fair field price, or indirectly by tax 
savings resulting from application of the 
274 per cent depletion allowance (or 50 
per cent of net income, whichever is 
lower) as allowed in Treasury returns. 


iene the state commissions, regula- 
tion of the natural gas utilities also 
appears to be showing a somewhat im- 
proved trend, partially due to the use of 
fair value or year-end rate bases in some 
states. 

The rates of return allowed in re- 
cent rate decisions are indicated in the 
table on page 673, which was compiled 
by Walter Herrman, vice president of 
Southern California Gas Company. 
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NATURAL GAS RESERVES 
AND PRODUCTION IN THE U.S. 


( IN TRILLION CUBIC FEET ) 





ANNUAL 
PRODUCTION 


e 


3.3 5.7 6.0 6.3 6.9 8.0 8.6 9.2 


1940} 1947] 1948] 1949] 1950} 1951} 1952] 1953 


ESTIMATED 
RESERVES 
165.9 


(AT END OF YEAR) 173.9 
180.4 ig ¢ 


193.8 199,7 
SOURCE: AMERICAN GAS ASSOCIATION 211.4 











ATURAL gas reserves in the United States continued to expand in 
1953 despite a record withdrawal of 9.2 trillion cubic feet. At the end 
of the year 11.7 trillion cubic feet had been added to proved recoverable 
reserves, bringing the total to 211.4 trillion cubic feet. Increased explora- 
tion activities accounted for new discoveries last year of 7.1 trillion cubic 
feet compared with only 5.4 trillion of reserves in new fields brought in 
during 1952. Extended drilling in existing fields added another 13.4 trillion 
cubic feet to the nation’s fuel reservoir. 
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APRIL UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Price Under- Offer- Indicated 
To writing i Moody Success of 
Amount Description Public Spread Yield Rating Offering 
Mortgage Bonds and Debentures 
Community Pub. Serv. Ist 34s, 1984... 101.93 Riis) ® 
Georgia Power Ist 33s, 1984 101. .61C 
National Fuel Gas S.F. Deb. 34s, 1979 ! Lats, @ 
Central P. & L. Ist 34s, 1984 100. 40C 
So. Indiana G. & E. Ist 34s, 1984 .... A 0G 
Ohio Power Ist 34s, 1984 
West Penn Power Ist 3s, 1984 
Columbia Gas System Sub. Conv. 
Deb. 34s, 1964 
Commonwealth Edison Ist 3s, 1984 .. 
Utah Power & Light Ist 34s, 1984 .. 


Preferred Stocks 

West Texas Utilities 4.40% 
Long Island Lighting 4.35% 
Ohio Power 4.08% 

Arkansas P. & L. 4.32% 
Northern States Power $4.08 
Empire District Electric 4.75% 


2PAm AHP Oe Dw 
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Common Stocks—Subscription Rights 
Pennsylvania P. & L. 

Public Service of New_Mexico .... 
Western Kentucky Gas 

Northern States Power 

Common Stocks—Offered to Public 
Texas Utilities 


4/20 2 Florida Public Utilities 9 .65N 
4/28 63 Northern Illinois Gas 15.75 55N 


6.7 
1.0 
7.9 
6.7 
7.1 
1.0 


— 
cae 
=) 


*Not a new issue—sold by Cities Service Company. a—Reported well received. b—Reported fairly 
well received. c—Reported issue sold somewhat slowly. d—Reported issue sold slowly. e—Part of issue 
was offered in exchange for the old $6 preferred, with cash adjustment; the issue was 47 per cent exchanged. 
It is reported that the unexchanged stock sold slowly. f—Results not vet available. g—Ninety-three per 
cent subscribed. h—Ninety-four per cent subscribed. C—Competitive bidding. N—Negotiated underwriting. 


APRIL NEW MONEY FINANCING 
(In Millions) 


Offered to Sold to Sold Total 
Stockholders Public Privately Financing 
Electric Companies 
Bonds $ 88 
Preferred Stock 32 10 
Common Stock 13 


$133 


Gas Companies 
Bonds $ 65 
Preferred Stock 
Common Stock 7 


$ 72 $ 97 
Total Electric and Gas $205 $306 
Refunding operations included $50,000,000 electric utility bonds and $25,000,000 preferred stock. Thirty- 


five million dollars common stock of a gas utility company was sold by the holding company. 
Source of data—Irving Trust Company. 
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ELECTRIC UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Month 12 Mos. Month 12 Mos. 


Operating Statistics 


Output KWH—Total (February) Bill. KWH 35.2 44 
Hydro-generated n : 
Steam-generated 

Capacity (February) Mill. KW 

Peak Load (December) - 

Fuel Use (February) : Coal Mill. Tons 

Gas Mill. MCF 
Mill. Bbls. 
Mill. Tons 


uw 
o 


“ 


Customers, Sales, Revenues, and Plant (January) 


KWH Sales—Residential Bill. KWH 
Commercial . 
Industrial 
Total, Wich, Bis. osc ccsces 
Customers—Residential 
Commercial 
Industrial 
Total, Incl. Others 


Wwe 
©, PNENAN 
AnMnNnoonn 
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Income Account—Summary (January) 


Revenues—Residential 
Commercial 
Industrial 
Total, Incl. Misc. Sales 
Sales to Other Utilities 
Misc. Income 
Expenditures—Fuel 
Labor 
Misc. Expenses 
Depreciation 
Taxes 
Interest aly 
Amortization, etc. ......... 
Net Income 
Preferred Div. (Est.) ..... 
Bal. for Common Stk. (Est.) 
Common Dividends (Est.) . 


Electric Utility Plant (January) 25,540 
Reserve for Depreciation and Amort. .... 4,919 
Net Electric Utility Plant 20,621 


Life Insurance Investments (January Ist-A pril 24th) 


Utility Bonds 
Utility Stocks 
Per Cent of All Investments 


D—Decrease. NC—Not comparable. 
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PE SS a 
RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Share Earnings* ; 
5/5/54 Dsvi- Cur- Price- 
Price dend Approx. rent % In- 12 he Earns. 
About Rate teld Period crease End i 








Pipelines 

East Tenn. Nat. Gas .... 
Mississippi Riv. Fuel . 
Southern Nat. Gas 

Tenn. Gas Trans. 

Texas East. Trans. 
Texas Gas Trans. 
Transcontinental Gas . 


$ .62 29% Dec. 
2.57. D28 Dec. 
2.06 5 Dec. 
1.65 —_ Dec. 
1.33 Dec. 
1.59 Dec. 
1.81 Dec. 


ey 
SS8ss5| 
x 


rs 
OUR 


4 D0 Con D 


wn 
Ww 
x 


Integrated Companies 
American Natural Gas .. 
Colorado Interstate Gas . 
Columbia Gas System .. 
Commonwealth Gas .... 
Consol. Gas Util. 
Consol. Nat. Gas 

EI! Paso Nat. Gas 
Equitable Gas 
Kansas-Neb. Nat. Gas .. 
Lone Star Gas 
Montana-Dakota Utils. .. 
Mountain Fuel Supply .. 
National Fuel Gas 
Northern Nat. Gas 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. 
Pennsylvania Gas 
Peoples Gas Lt. & Coke . 
Southern Union Gas .... 
United Gas Corp. ....... 
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Retail Distributors 
Alabama Gas 

Atlanta Gas Light 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Central Indiana Gas .... 
Gas Service 

Hartford Gas 

Houston Nat. Gas 
Indiana Gas & Water .. 
Kings Co. Lighting 
Laclede Gas 

aera Gas 
Mississippi Valley Gas . 
Mobile Gas Service 

New Haven Gas Light . 
Northern Illinois Gas .. 
Pacific Lighting 
Portland Gas & Coke .. 
Providence Gas 

Rio Grande Valley Gas .. 
Seattle Gas 

South Jersey Gas 

United Gas Improvement 
Washington Gas Light .. 


i) 
+t) 


PS 


$1.67 4% 
1.47 
298°" 
1.07 
49 
1.67 
2.42 
2.02 
1.94 
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Averages 


Canadian 
S_ International Utilities ... . 4.7% $1.96 14% 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND 
WATER UTILITIES 


——Share Earnings* 








1953 5/5/54 Divi- Price- iv. Moody 


ur- 
Rev. Price dend Approz. rent % In 12 Mos. Earns. - Bond 
(Miil.) About Rate teld Period crease Ended R 
Communications Companies 
Bell System 
Amer. Tel. & Tel. (Cons.) 168 4 2% , i Aa 
Bell Tel. of Canada .... 44 4 : ? 19 , 19, 8 Baa 
; H b 1 ; 5 


Rating 


Cin. & Sub. Bell Tel. ... 75 8 ~ 
Mountain States T. & T. 113 : : : = : ; Aa 
New England T. & T.... 122 i h : 3 2 } Aa 
Pacine Tel. © Tel. «0. 122 : f 6 ; ‘ Aa 
So. New England Tel... 36 7 — 


Averages 


Independents 
Calif. Water & Tel. .... 
Central Telephone 
Florida Telephone 
General Telephone 
Inter-Mountain Tel. .... 
Peninsular Tel, ......... 
meocnester Tbe 253.006. 
Southeastern Tel. ....... 
Southwestern Sts. Tel. .. 
Telephone Bond & Share 
United Utilities 
Western Union Tel. .... 


_ 


$1.62 76% 
1.84** 
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Averages 


Transit Companies 

Capital Transit 
Cincinnati Transit 
Dallas Ry. & Terminal .. 
Greyhound Corp. ....... 
Los Angeles Transit .... 
National City Lines 
Philadelphia Transit .... 
Rochester Transit 

Sts WZOUIS EAS ce sceees 
win City RR, Ty. secccs 
United Transit 
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13.3% $1.16 
18.8 1.12 
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Averages 


Water Companies 

Holding Companies 
American Water Works . 
New York Water Service 

Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service ... 
Hackensack Water 
Jamaica Water Supply .. 
New Haven Water 
Phila. & Sub. Water ... 
Scranton-Springbrook . 
Southern Calif. Water .. 
West Va. Water Service 


w 
-— WD kD 
| | 
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92 28 
1.55** 24 


Averages 5.0% 15.0 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. D—Decrease. *Earnings are calculated on present number of shares outstanding, except as other- 
wise indicated. **On average shares outstanding. #—Includes stock dividend. (a)—Paid 4 per cent stock 
dividend. NC—Not comparable. (c)—Year, 1952. 
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What Others Think 


Is Manufactured Gas Coming Back? 


oa & HE upper limit to which the price 
at the wellhead of natural gas in 
the southwestern gas fields can go, with- 
out having competition from substitute 
gases cause a cutback on sales and hence 
on gas production, has virtually been 
reached on one part of the United States 
with the city gate rates for service now in 
effect in New England.” This is the con- 
clusion reached by William B. Tippy, ex- 
ecutive vice president of Commonwealth 
Services, Inc., after wide discussion of 
natural gas prices with gas industry ex- 
ecutives. A demand charge of $4.75 per 
MCF of contract demand per month, a 
commodity charge of 314 cents per mcr, 
and a maximum allowed annual load fac- 
tor of 74 per cent means that 524 cents 
per MCF is the lowest attainable average 
price for gas at the city gate from one of 
the two lines serving New England, Tippy 
stated. During the development period, he 
explained, the other line has charged a ceil- 
ing price of 53 cents per McF, but Tippy 
predicts city gate prices will rise above 
this figure when the development period 
is over. Sixty cents per MCF is a more 
probable average price as distribution 
company annual load factors approach 50 
per cent, he stated, and where domestic 
space heating has an annual load of around 
274 per cent, the incremental cost of gas 
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to serve added space-heating business 


‘alone would be around 88 cents per MCF. 


What is the competition that has created 
this situation in New England? Several 
gas distribution systems in New England, 
Tippy noted, already have high-stv oil 
gas manufacturing equipment which they 
state is capable of producing a satisfac- 
tory substitute gas for a direct operating 
cost of 55 cents to 60 cents per McF of 
natural gas equivalent. Tippy explains: 


Even though the costs of manufactur- 
ing oil gas will run somewhat higher 
when these companies use natural gas 
for base load and only manufacture 
during the peak periods, the peak shav- 
ing they do will undoubtedly cut deep 
into what would otherwise be pipeline 
contract demands and they will still 
manufacture substantial annual volumes 
of high-stu oil gas to supplement the 
natural gas they receive. About one sub- 
stantial rate increase and the more effi- 
cient former manufactured gas com- 
panies in New England will be placed 
in the position where, to the extent that 
their facilities are adequate in capacity, 
they will be money ahead to manufac- 
ture their added gas requirements as 
their loads grow and hold their natural 
gas takes to minimum contract demands 
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WHAT OTHERS THINK 


used at the highest permissible annual 
load factor. 


HIs situation is by no means limited 

to New England, Tippy points out. In 
Florida there is no natural gas service at 
present except in the end of the Panhandle 
around Pensacola. Annual volumes re- 
quired for space heating are very low be- 
cause of the climate, and the nonspace- 
heating portion of the residential and com- 
mercial load is subject to a seasonal varia- 
tion. For one company serving the Miami 
Beach-North Miami-Fort Lauderdale 
area, the total send-out to 45,000 cus- 
tomers was expected to be about 90,000 
therms if a heavy peak day occurred this 
winter, such as is experienced every few 
years. With such a peak send-out, the 
company’s annual load factor would be 
about 30 per cent. If the effects of peak 
day send-outs due to weather were ex- 
cluded, Tippy explained, the winter peak 
would only be about 40,000 therms and 
the annual load factor of the nonheating 
gas would be about 65 per cent. 

The company manufactures high-Btu 
oil gas efficiently at a present cost of pro- 
duction, excluding fixed charges, in the 
neighborhood of 90 cents per mcr of 1,000 
BTU natural gas equivalent. This is some- 
what higher than comparable New Eng- 
land costs, principally because of the dis- 
tance by-product residual light oils and 
tars must be shipped to reach bulk mar- 
kets. 

Natural gas service to this Florida com- 
pany would mean very little. Tippy stated 
as follows: 


.. . If natural gas were made avail- 
able at the same rates as in New Eng- 
land—and the distance from southern 
Florida to existing major pipeline facili- 
ties in Georgia would make pipeline gas 
from the Southwest at least that expen- 
sive in the opinion of many engineers— 


natural gas would cost the company 834 
cents per MCF, or but little below the 
production cost of the company’s own 
manufactured gas supply. Even if the 
company peak shaved all its space-heat- 
ing requirements, the resulting cost of 
natural gas for the balance of its re- 
quirements would be 554 cents per MCF. 
From this it would appear highly im- 
probable that pipeline gas from the 
Southwest can be piped into southern 
Florida at a price sufficiently attractive 
to persuade an efficient manufactured 
gas operation to change over. 


Tippy acknowledged, however, that 
drilling programs of the major oil com- 
panies now in progress in Florida may re- 
sult in the discovery of supplies of local 
natural gas, in which case the distances 
and cost of transportation to other mar- 
kets may well result in working out a low 
enough price for such local natural gas to 
make its introduction into the local Florida 
markets economically worth while. 


Nn the Pacific Northwest, where the 

struggle between competing applicants 
to bring in natural gas is not yet settled, 
sharp competition from low-priced elec- 
tricity for the domestic cooking, refriger- 
ation, and water-heating loads and from 
low-priced oil for industrial loads, to- 
gether with the need for substantial in- 
dustrial sales to provide adequate total 
volumes for economic justification of the 
long-distance transmission lines, have 
placed an effective ceiling on the price the 
local distribution companies can afford to 
pay for natural gas at around 35 cents 
per McF, Tippy said. He explained: 


The principal distribution companies 
in the area, serving Portland and 
Seattle, produce oil gas efficiently but 
indicate they need large volumes of 
relatively low-priced natural gas if they 
are to be able to expand their markets 
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materially in the face of competition. 
Both pipeline applicants seem agreed 
that they must deliver gas at around 35 
cents per McF and that this is about as 
low a price as either of them can estab- 
lish to serve the area. ... At any rate, 
service to the Pacific Northwest, if and 
when authorized, looks as though it will 
commence at or very near the economic 
ceiling on pipeline price. 


N® are these ceilings limited entirely 
to the extreme corners of the United 
States, Tippy continued. He noted a re- 
cent rate settlement concerning one of the 
major midwestern pipelines, in which 
special treatment was accorded one area 
on the ground that the low-priced electric 
competition it faced would not permit it 
to absorb its full share of the pipeline in- 
crease and still remain competitive locally. 
There was also rumor of a substantial vol- 
ume of Williston basin gas having been 
without a major buyer for some time be- 
cause the price asked by the producer 
would not permit its transportation to 
relatively near-by markets for resale at a 
retail price which would meet the compe- 


tition of local low-cost solid fuels for 
domestic space-heating purposes. Tippy 
concluded : 


These straws in the wind seem to in- 
dicate that the ceiling on the price of 
natural gas in the field is being ap- 
proached—perhaps more rapidly than 
the producers and royalty owners are 
aware. Once again efficient manufac- 
tured gas processes and companies em- 
ploying them can come out of the “dog- 
house” into which the vision of cheap 
natural gas placed them some years ago 
and again assume their rightful stature 
on their own merits. High-stvu oil gas 
is the lowest cost type of gas manufac- 
tured in the country today, but research 
goes forward on many fronts toward a 
process for complete gasification of 
coal, with promise of even lower costs, 
ultimately. 


Tippy believes that higher natural gas 
prices will accelerate this search for ac- 
ceptable substitutes, which in turn will es- 
tablish and perhaps ultimately lower fur- 
ther the competitive ceiling for the price 
of natural gas. 





Tudor Reassures Public Power Association 


HE Interior Department proposes to 

function wholly within the framework 
of the applicable laws as they exist today 
with respect to marketing of federally 
generated power, Under Secretary of In- 
terior Tudor told the American Public 
Power Association in Chicago early this 
month. 

He said that as far as he knows there 
is no new legislation under considera- 
tion by the Congress which would change 
basic existing laws in this respect. Tudor 
brushed aside the contention that public 
power groups have anything to fear from 
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the administration’s new power policy. 
“Under the policy,” he stated, “‘we propose 
to support federal participation in projects 
which for good and sufficient reasons can- 
not be undertaken by local interests.” 

If there is any basic change implied by 
the new policy, Tudor continued, it lies in 
the statement “that if there is a choice to 
be made between public and private power, 
this should be determined locally and by 
the people who are to be served. We are 
not going to take sides as between public 
and private interests in any local area. If 
the local people want public power or if 
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they prefer private power, that is for them 
to determine. In these local discussions and 
arguments, we shall wish both sides well 
and may the best man win.” 

In attempting to allay fears that the 
“preference” position of certain power 
customers of federal power will be 
jeopardized by the new policy, Tudor 
stated : 


In this matter of preferred customers, 
I doubt very much if the federal gov- 
ernment, for a long time to come at 
least, will ever have much power avail- 
able to sell to any customers other than 
the preferred ones, except the substan- 
tial blocks heretofore contracted to cer- 
tain industrial customers. As a matter 
of fact, we will not likely have enough 
to satisfy the needs of preference cus- 
tomers except in a few relatively limited 
areas. 


' i ‘upor admitted that, in reviewing 


power rates from time to time as re- 
quired by law, “in some instances this may 
mean some increases in existing rates due 
to the increased cost of construction in re- 
cent years.” He pointed out that before the 
war some hydroelectric projects were built 
which cost less than $100 per kilowatt of 
installed capacity. Today most projects 


cost about $300 per kilowatt. “This cer- 
tainly does not mean that our rates will 
increase three times or any such amount,” 
Tudor assured the association. “It does 
mean, however, that we must be realistic 
and face some increases.” 

Tudor said the Interior Department in- 
tends to bend every effort to avoid placing 
any of the government’s power customers 
in financial difficulties owing to a rise in 
power rates. He stated: 


We cannot price our power out of the 
market or be responsible for forcing our 
customers into receivership. 

This may mean, in the case of many 
projects that have been built and are 
operating or that are about to be brought 
into operation, that we cannot fix rates 
to return the investment properly al- 
located to power within fifty years. If 
that happens, he stated, the department 
must and will be realistic. 


He assured the association, however, 
“that we are not going to raise rates for 
any of the power for which we are the 
marketing agency unless we have to and 
then only within limits which will permit 
our product to remain salable.” Tudor 
said the department fully realizes the value 
to the country of low-cost power. 

—F. M. 





Notes on Recent Publications 


MarkinGc Hazarps To AIR NAVIGATION. 
Newly revised recommended standards for 
marking and lighting obstructions to air 
navigation have been announced by F. B. 
Lee, Administrator of Civil Aeronautics, 
U. S. Department of Commerce. 

Detailed information on the important 
responsibility of providing uniform night 
and day identification of natural and man- 
made obstructions is contained in a new 
42-page publication, Obstruction Marking 
and Lighting. 


The booklet tells and shows by diagrams 
and drawings the recommended methods 
of marking and lighting towers, poles, 
bridges, water towers, high ground, smoke- 
stacks, buildings, and other obstructions to 
air navigation of various heights. 

Also covered by text and diagram is the 
marking of hazard areas where several 
obstructions are grouped together. 

Recommended lamps and candle power 
for the different types of obstructions are 
included, along with other pertinent data. 
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The CAA requires that it be given 
notice of any construction or alteration 
of structures which may by reason of their 
height and distance from a civil airway or 
landing area, become hazards to air navi- 
gation. Details of laws and regulations on 
this subject are carried in an appendix to 
the booklet, which states: 


The Civil Aeronautics Administration 
desires to assist those contemplating 
construction which may present a poten- 
tial hazard to air commerce in selecting 
locations for the structures which will 


For this purpose each regional adminis- 
trator has provided a special advisory 
service. 

Interested contractors, engineers, and 
architects should avail themselves of this 
service so as to prevent delays in obtain- 
ing the necessary permits for the con- 
struction, as practically all state and local 
authorities refer descriptions of poten- 
tially hazardous construction to the 
Civil Aeronautics Administration for 
comment. 


Information in the new booklet super- 


create a minimum of interference with 
air operations ; to recommend the proper 
obstruction marking and lighting to in- 
sure adequate protection to aircraft ; and 
to minimize the possibility of damage 


sedes that contained in the Obstruction 
Marking Manual published in early 1951. 

Obstruction Marking and Lighting, 
1953, U. S. Government Printing Office, 


to structures from collision by aircraft. Washington 25, D. C. Price 30 cents. 





PROGRAM FOR PRACTISING LAW INSTITUTE SYMPOSIUM 


(For news item, see page 685.) 
Hotel Statler, New York city 
June 7-11, 1954 


June 7th, Morning Session 
Message of welcome and program explanation. Field gas supply and field purchase contract 
discussion, including panel discussion of “open end” contracts. 


Afternoon Session 
State conservation orders. The effect of the Phillips decision, with panel discussion. 


June 8th, Morning Session 
Discussion of noncontested certificate proceedings and competitive situations. The position of 
coal and railroad interests discussed during luncheon. 


Afternoon Session 
Gas allocation proceedings. Carrier and transportation problems. Underground gas storage. 


June 9th, Morning Session 


Federal Power Commission rate increase problems. The basis for making rates, followed by 
a panel discussion. Current problems in gas regulation to be discussed during luncheon. 


Afternoon Session 
Proving a fair rate of return. Panel discussior. on the effect of the commission’s rate of return 
on gas company financing. Settlements in FPC rate cases. 


June 10th, Morning Session 
Proving fair value before state commissions. Economic depreciation, followed by a panel dis- 
cussion and group luncheon. 
Afternoon Session 
Tariffs and service contracts. Customer problems under gas tariffs. 


June 11th, Morning Session 
Zone allocations. Determination and distribution of funds. Rate-making problems during con- 
version. Federal legislation. 
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The March of 
Events 


Practising Law Institute 
Symposium 
Wu the co-operation and sponsor- 
ship of the American Gas Associa- 
tion, an intensive 5-day program on cur- 
rent legal problems of gas distribution and 
pipeline companies has been planned by the 
Practising Law Institute for the gas in- 
dustry and its counsel. The curriculum 
(see program, page 684) covers many con- 
troversial and troublesome problems— 
from wellhead to burner tip. 

The lecturers and panel members have 
been selected for their expert knowledge 
in the fields they cover, including indus- 
trial executives and officials, leading coun- 
sel and practitioners, federal and state 
commissioners, and professional experts. 
The program is designed to stress discus- 
sions of practical experience—‘‘what to 
do and how to do it”—suggestions with 
a background of interpretation of current 
decisions, pending legislation, and dis- 
cernible trends. 


* 


ee 


—— 


The viewpoint of both pipeline and dis- 
tributing companies will be presented. The 
registration fee ($100) includes luncheon 
discussions in a private dining room at the 
hotel, and all material distributed. Early 
registration for those interested is urged, 
so that identification badges may be pre- 
pared in adequate time, and the institute 
assist in arranging hotel rooms and other 
accommodations. 

The symposium will be conducted un- 
der the supervision of Harold P. Seligson, 
director of the Practising Law Institute. 
H. Carl Wolf, managing director of the 
American Gas Association, will welcome 
the members on the first day. The chair- 
men for the 5-day sessions will be, respec- 
tively, William A. Dougherty of Dougher- 
ty & White; James O’Malley, Jr., of Le- 
Boeuf, Lamb & Leiby; Arthur Palmer of 
Winthrop, Stimson, Putnam & Roberts; 
George R. Perrine, chairman of the IIli- 
nois Commerce Commission; and Edwin 
F. Russell of Cullen & Dykman (Brook- 
lyn Union Gas Company). 


Arizona 


Power Authority Makes 
Loan Payment 


Fc: payment of a $250,000 loan from 
the state was made recently by the Ari- 
zona Power Authority, with the approval 
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of the state legislature. Authority Chair- 
man E. A. Thomas sent a check to the state 
treasurer for $205,000, the final payment 
on loans from the state to place the au- 
thority on an operational basis. 

MAY 27, 1954 





PUBLIC UTILITIES FORTNIGHTLY 


The state legislature loaned the author- 
ity $100,000 in 1944 when it was created, 
and then appropriated an additional $150,- 
000 in 1948. Last June, the authority 
made its first payment of $83,622, of 
which $50,000 was principal, and the re- 


* 


mainder interest. The authority receives 
power from Colorado river projects and 
in turn sells it to the state’s private power 
agencies. 

Thomas said the authority now is on an 
entirely self-supporting basis. 


Arkansas 


Novel Pipeline Plan Pushed 


HROUGH applications filed with the 

state public service commission early 
this month, the MidSouth Gas Company 
and eight east Arkansas municipalities 
asked permission to enter into a novel 
agreement whereby the cities would build 
pipelines and distribution systems and 
lease them to the company for twenty 


years. 
Involved in the eight separate applica- 

tions filed with the commission would be 

68.5 miles of pipeline and $949,400 in 


installations. 

The company and municipalities, ac- 
cording to the applications, propose to en- 
ter into an agreement whereby the com- 
pany would act as agent for them in pro- 
curing materials and constructing the lines 
and distribution systems; the municipali- 
ties then would lease the lines and systems 
to the company for operation for twenty 
years, after which time the company has 
an option to purchase. Approximate pro 
rata costs to the communities would be 
paid by means of bond issues. 


* 


Seek to Curb Appliance Sales 


Bete competition by the Arkansas 
Louisiana Gas Company in its han- 
dling of air conditioning and refrigeration 
appliances and installations was charged in 
a petition filed with the state public service 
commission recently by the refrigeration 
and air-conditioning division of the Asso- 
ciated Mechanical Contractors of Arkan- 
sas. 

The petition asked the commission to 
order the company to “cease and desist” 
from its nonpublic utility operations. 

First of its type to be presented to the 
state regulatory agency, which took no 
immediate action on it, the petition alleged 
that in 1952 and 1953 the gas company 
subsidized its nonutility operations to the 
amount of $70,000 annually, and was 
using its assured profits as a protected mo- 
nopoly “in a destructive competition with 
private enterprise.” 

The petition said the commission had 
authority under the state Public Utilities 
Act to stop “improper, unfair, and un- 
economic business practices.” 


Georgia 


Atlanta OK’s Transit Sale 

_ city of Atlanta recently withdrew 

its objections to the proposed sale of 

the Atlanta Transit Company, after sign- 

ing a contract to protect the city govern- 
ment and riders. 

The state public service commission was 
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informed that the board of aldermen had 
approved a 3-way contract with the At- 
lanta Transit System, Inc., which will buy 
the transit company. Under this contract, 
the Atlanta Transit System agreed that 
taxes and claims for injury will supersede 
other obligations of the company. 
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Michigan 


Natural Gas Rates Reduced 
ig gtr gas rates making effective the 
reduction of about $2,900,000 a 
year ordered by the state public service 
commission on April 30th were recently 
put into effect by Consumers Power Com- 
pany, effective as of May Ist. 
The state public service commission or- 


der passed along to natural gas customers 
the effect of a Federal Power Commission 
order reducing the natural gas rates of 
the Panhandle Eastern Pipe Line Com- 
pany. Practically all natural gas distrib- 
uted by Consumers is purchased from Pan- 
handle by the Consumers’ subsidiary, 
Michigan Gas Storage Company. 


New "Yeutt 


Gas Adjustment Factor 


HE state public service commission 
announced recently it had accepted a 
tariff amendment filed by the Iroquois Gas 
Corporation, designed to introduce an es- 
calator purchased gas adjustment factor 


into its basic gas rates, effective May 21st. 
The company furnishes 900 stu mixed 
gas service in Buffalo and Lackawanna 
and 1,000 sru natural gas service to 
Salamanca and various villages in Cat- 
taraugus, Erie, Livingston, and Wyoming 
counties. 


Rinode Island 


Governor Vetoes Utility Bills 


A= he had advocated to compel 
Rhode Island utility companies to pay 
45 per cent of the cost of operating the 
state public utilities division was vetoed by 
Governor Roberts this month, because it 
had been amended against his wishes to 
strip the director of the state department 
of business regulation of any control over 
public utilities and place full regulatory 
powers in an administrator within the ex- 
ecutive department. 

Roberts said the amendment would do 
violence to the state’s administrative setup 


and represented “a stand against stringent 
utility regulation.” The state public utili- 
ties administrator now operates as a sub- 
ordinate of the director of the state de- 
partment of business regulation. 

The governor also vetoed a bill which 
would have reduced from nine to six 
months the period in which the state pub- 
lic utility administrator must render a de- 
cision in cases involving mass transporta- 
tion companies. Since the bill would per- 
mit the administrator to take nine months 
in the cases of all other utilities, Roberts 
said, it would “discriminate in favor of 
one utility.” 


a 
Washington 


Utility Loses Suit 


5 fen Washington Water Power Com- 
pany this month lost its suit for an 
injunction to prevent the Chelan Public 
Utility District from continuing with con- 
demnation proceedings to acquire Wash- 
ington Water Power properties. 


Judge J. A. Adams ruled in superior 
court at Wenatchee the district can con- 
tinue with its actions to take over by con- 
demnation Washington Water’s Chelan 
power dam and distribution system in 
Chelan county. A jury trial will be held 
on September 20th at Wenatchee to estab- 
lish a fair value for the properties. 
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Progress of Regulation 


Field Price of Gas and Accelerated Amortization 
Receive Major Attention in Rate Decision 


HE decision of the Federal Power 

Commission to allow the field price, 
instead of determining the cost of gas pro- 
duced by a pipeline company, is the out- 
standing feature of the Panhandle Eastern 
Pipe Line Company rate case. The refusal 
of the commission to pass on to customers 
the advantages of temporary tax savings 
by virtue of accelerated amortization is 
also noteworthy. The final result of the 
commission’s investigation is a reduction 
in rates proposed by the company and put 
into effect under bond. 

The commission also made findings, in 
line with past practices, as to depreciation, 
original cost rate base, working capital, 
rate of return, allocations of cost of serv- 
ice, and rate structures. 


Field Price of Natural Gas 


The ultimate public interest, in the opin- 
ion of the commission, will be better served 
by allowing, for gas produced by the pipe- 
line company, a price reflecting prevailing 
prices in the field rather than a cost deter- 
mined by applying the “rate base” method 
to this commodity. Less than one-fourth 
of the gas available for interstate trans- 
mission and sale during the test year 
(1952) came from Panhandle’s own pro- 
duction, about one-fourth was purchased 
from its subsidiary, Trunkline Supply 
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Company, and more than half was pur- 
chased from independent producers. No 
one had questioned Panhandle’s arm- 
length gas purchase contracts, nor were 
Trunkline rates to Panhandle at issue in 
the proceeding. 

The “rate base” approach involves 
transmission, compression, and other fa- 
cilities and a consideration of recoverable 
cost of service and operating expenses 
chargeable to production. These include 
uncapitalized exploratory and develop- 
mental outlays such as delay rentals, geo- 
logical surveys, and expense of drilling 
dry holes. 

However, a determination of gas cost, 
the commission noted, would also involve 
a consideration of expenses and revenues 
associated with the extraction of liquid 
hydro carbons. Tax questions would have 
to be considered. The final cost would de- 
pend upon the settlement of many contro- 
versial questions. 

Although in the past the commission 
had not allowed the field price as a sub- 
stitute for cost of gas production, this was 
said to be the first time a complete record 
fully set forth the results of the two meth- 
ods of gas pricing. Moreover, the commis- 
sion did not recognize as valid a conten- 
tion that it was bound by precedent in rate 
making; it must continually study the 
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problem and strive to improve rate meth- 
ods. 

Use of the rate base method of pricing 
pipeline-produced gas has received judicial 
“sanction,” but the commission said that 
it was an overstatement to contend that it 
had been given unqualified judicial “ap- 
proval.” The commission referred to Su- 
preme Court decisions and views of Su- 
preme Court justices to support the con- 
clusion that, although the court would not 
substitute its opinion for the expert judg- 
ment of the commission, it did not lay 
down any rule that the commission’s past 
approach was the only proper approach. 

Justice Jackson, in Federal Power Com- 
mission v. Hope Nat. Gas Co. (1944) 320 
US 591, 51 PUR NS 193, said that the 
business had two components of quite 
divergent character. One was essentially a 
transportation enterprise consisting of 
conveying gas. The other part of the busi- 
ness was of opposite character, being more 
erratic and irregular and unpredictable in 
relation to investment than any phase of 
any other utility business. Gas, he said, 
could be directly priced more reasonably 
and easily and accurately than the compo- 
nents of a rate base could be valued. 
Hence, ‘‘the reason for resort to a round- 
about way of rate base price fixing does 
not exist in the case of gas in the field.” 

The interest of the public, said the com- 
mission, definitely lies in the direction of 
production by pipeline systems themselves 
as distinguished from their complete de- 
pendence for gas supply upon purchases 
from other producers. The commission 
cannot compel them to engage in explora- 
tion, drilling, and related development ac- 
tivities. Regulatory policies must be de- 
signed to encourage rather than to penal- 
ize such activities. The commission said 
it was struck by the fact that no new ma- 
jor pipeline certificated since the commis- 
sion’s past pricing practice was established 


produced any significant portion of the 
total supply. 


Accelerated Amortization 


The commission said it was given no 
discretion to ignore certificates for ac- 
celerated amortization in accordance with 
a policy decision of Congress or to deprive 
the company of the tax savings authorized 
by Congress. Congress offered those tax 
savings as an inducement for investment 
in properties regarded essential for na- 
tional defense purposes. This inducement 
would be lacking if tax savings were 
passed on directly to customers. The com- 
mission added : 


It is equally clear that Congress did 
not intend by § 124A to provide a fund 
which could be diverted by Panhandle 
to the payments of dividends to its 
shareholders. Since the possession of a 
certificate of necessity is essentially a 
deferment of tax liability, the accruals 
for taxes in excess of those actually 
paid should logically be treated by Pan- 
handle, not as free and unrestricted in- 
come, but earmarked to provide for the 
future meeting of such liability. 


Depreciation and Amortization 


A claim by Panhandle of a rate of 4 
per cent of gross plant for depreciation 
and amortization was rejected. The com- 
mission’s staff had recommended a rate of 
3.22 per cent. A composite depreciation 
rate of 3.46 per cent was approved after 
consideration of past accruals, useful life 
of facilities, life curves, and retirements. 


Rate Base 


The commission allowed for working 
capital one-eighth of cash operating ex- 
penses, exclusive of purchased gas, plus 
average materials on hand and prepay- 
ments, minus 75 per cent of federal income 
tax accruals. Accrued depreciation was 
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deducted, as well as contributions in aid 
of construction. 


Rate of Return 


The company’s request for a 64 per 
cent return was denied and a return of 


e 


5% per cent was allowed on the basis of 
debt cost 2.90 per cent, preferred stock 
cost 4.02 per cent, and common equity 
cost 11.41 per cent. Re Panhandle Eastern 
Pipe Line Co. Docket Nos. G-1116 et al. 
Opinion No. 269, April 15, 1954. 


Federal Power Commission Prescribes Rapid Amortization 
Accounting Procedure for Gas Companies 


— NTING procedures were prescribed 
by the Federal Power Commission 
for the federal income tax consequence 
of gas companies employing accelerated 
amortization of defense facilities. In an 
earlier proceeding (2 PUR3d 41) the 
commission had treated the rate-making 
aspects of the problem. 


Reserve Fund Requirement 


The commission directed that any com- 
pany obtaining an emergency certificate 
from the Internal Revenue Bureau, per- 
mitting defense construction to be depre- 
ciated over a 5-year period instead of its 
normal life, set up a reserve to which each 
year’s tax savings would be credited. 


Postamortization Accounting 


After the 5-year period of rapid amor- 
tization, the company should make a 
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monthly charge against the reserve ac- 
cumulated over the 5-year period of an 
amount equal to the additional tax pay- 
able because of the company’s inability to 
claim any depreciation. This same amount 
should be credited to an account set up to 
cover federal income taxes deferred in 
prior years. The commission specifically 
ordered that each monthly amount credited 
should be sufficient to amortize the balance 
in the reserve applicable to any facility 
over its estimated remaining life. 

Finally, restrictions were imposed on 
the use of the reserve for the purposes 
above described. Any balance remaining 
in the reserve after the retirement of the 
property could be disposed of only as di- 
rected by the commission. Re Amendment 
to Uniform System of Accounts for Nat- 
ural Gas Companies, Docket No. R-126, 
April 21, 1954. 


Distribution of Joint Expenses of Gas Companies in 
Holding Company System Considered 


HE Wisconsin commission, in allow- 

ing a gas company a modified rate in- 
crease, made a careful examination of the 
methods used in allocating joint adminis- 
trative and general expenses among the 
various companies of a holding company 
system. The commission conceded that the 
allocation of these expenses is not an ex- 
act science and can be accomplished in 
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many ways which give results within the 
zone of reasonableness. 


Factors Affecting Allocation 


Company counsel claimed that if a for- 
mula allocation is used, plant in service 
should not be a factor but the allocation 
should be on the basis of gas revenues and 
meters in service. He also claimed that 
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plant investment in subsidiary pipelines 
and gas revenues from interruptible indus- 
trial customers should not be considered 
in the allocation factor. The commission 
could not agree with the first contention 
and called attention to an earlier case in 
which the matter had been decided. The 
commission said: 


. . . this commission approved a pro- 
cedure whereby such expenses, other 
than injuries and damages, employee 
welfare expenses, and pensions, are ap- 
portioned on the basis of the ratios 
which the amount of gross operating 
revenues, utility plant in service, and 
supervised operating expenses for each 
utility department bears to the total for 
all utility departments. This procedure 
was decided upon after a study by our 
staff and the interested Wisconsin 
utilities. 


On the second claim, as to pipeline in- 
vestments and revenues from interruptible 
customers, the commission expressed the 
belief that “both of these items have an 
effect on the amount of total administra- 
tive and general expense incurred by the 
system and may not properly be ignored 
in the allocation of the expenses.” 

The commission concluded its consid- 
eration of the allocation question with this 
comment as to the two types of evidence 
presented : 
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The commission staff has made a 
comprehensive analysis of the holding 
company expenses and of the allocation 
thereof among companies of the sys- 
tem and to Wisconsin. The result is an 
objective analysis which is to be given 
greater weight than the self-serving 
claim of the utility inadequately sup- 
ported by factual data. 


Adjustments in Expenses 


Many adjustments were made in the 
company’s expense account. Two of these 
pertained to payments to a bottled-gas 
affiliate and a loss on a kitchen display 
unit. The company, upon taking over 
fringe area customers originally served by 
a bottled-gas affiliate, paid the affiliate $10 
per customer. This was disallowed with 
the comment that no such payment was 
made to nonaffiliated competitors from 
whom customers were taken. 

The kitchen display unit had been car- 
ried on the company’s books in the mer- 
chandising and jobbing inventory. When 
it was sold, the loss on the sale should have 
been charged to merchandising. 

While the proper return for the com- 
pany was found to be 6.5 per cent, the 
commission allowed a return of 6.96 per 
cent “as a cushion and to meet any possi- 
ble offset against adjustments made here- 
in.” Re Central Wisconsin Gas Co. 2-U- 
4119, April 13, 1954. 


Who Should Own and Maintain Street Laterals? 


HE Wisconsin commission ruled that 

regulations and practices of a munici- 
pal water utility which required the cus- 
tomer to maintain and replace street lat- 
erals were unjust and discriminatory. The 
commission indicated that it had always 
believed that these laterals which connect 
the home owner’s water lines to the util- 
ity’s mains should be part of the utility 
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plant and repaired and maintained by the 
utility. 

The commission directed the utility to 
institute the practice of maintaining the 
laterals itself, to replace them as they be- 
come unservicable, and to add the cost of 
replacement to the value of plant on its 
books. Re City of Oshkosh, 2-U-4144, 
April 1, 1954. 
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Future Construction Included in Rate Base 


ee New Jersey board faced the ques- 
tion whether it should allow a water 
company to include $1,000,000 in its rate 
base for contemplated capital improve- 
ments. Previously the company had been 
required to present recommendations for 
correcting service deficiencies. The results 
of a survey suggested the proposed ex- 
penditures to correct the defects. The com- 
pany, stating that it intended to carry out 
the recommendations, argued that the 
amount should be included in the rate 
base. 

Municipalities involved had offered no 
alternative suggestions to remedy service 
deficiencies, nor did they allege that the 
estimate was excessive. After examining 
the record as a whole, the board agreed 
with the company. 

Though at first glance, the board said, 
the allowance might seem unfair to the 
consumers, who would be charged rates 
on property yet to be built, other factors 
had to be considered as well. The company 
had already expended some funds in pre- 
liminary surveys. The major projects 


would be in plant and equipment for the 
greater part of the year. Financing to pro- 
vide necessary construction funds had to 
precede actual construction. Although the 
costs had not yet been incurred, they were 
so imminent that inclusion was justified. 


Rate Base Calculation 


The board, in determining the rate base, 
gave no weight to a calculation based on a 
1926 valuation, with subsequent additions, 
repricing of retirements, and depreciation 
adjustments. This, said the board, pro- 
duced ‘fa noncharacterizable rate base, 
composed of several nonrelated elements, 
which in itself would seem of doubtful 
value,” but in addition, was subject to all 
of the “infirmities of reproduction cost.” 
Even the company witness had admitted 
that such a rate base did not adhere to the 
required criterion of fair value. 

A return of 5.8 per cent was deemed 
fair, and an increase designed to provide 
such a return was authorized. Re Plain- 
field-Union Water Co. Docket No. 7661, 
March 24, 1954. 


Gas Rate Increase Denied for Lack of Proof 


 wagiond by a community organization 
to dismiss a gas company’s applica- 
tion for a rate increase was granted by the 
West Virginia commission. A counter- 
motion by the company to exclude the or- 
ganization from participation in the hear- 
ing was denied. 

The commission first pointed out that 
any public utility seeking to increase rates 
has the burden of showing that its pro- 
posal is just and reasonable. This, the com- 
mission said, the company failed to do. 


Justification of Increase Denial 


The company’s books and records for 
the test year did not reflect its operating 
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expenses in accordance with commission 
orders and did not afford a basis for segre- 
gating those expenses between the two 
states in which the company operated. The 
commission appeared to point to the need 
for a full-scale rate proceeding when it 
observed that the commission’s staff had 
not made an examination of the company’s 
books for many years and that the most 
recent. rate increase which the company 
had received was the result of a compro- 
mise agreement between the company and 
protesting consumers and not based upon 
a determination of plant values or oper- 
ating costs. Re Cumberland & Allegheny 
Gas Co. Case No. 4029, April 16, 1954. 
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Engineer’s Absence Affects Weight Given Appraisal 


6S he New Jersey board allowed a water 
utility a return of 6 per cent on a 
book value rate base. The company’s books 
had been recently reviewed and approved 
by a firm of independent auditors. 
Evidence was offered by the company 
as to the replacement value of its plant 
and equipment. This evidence consisted of 
a written report of a professional engineer 
who had examined the company’s proper- 
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ties. The board refused to accord this ap- 
praisal any weight because the engineer 
who made the appraisal was not produced 
as a witness. The board indicated that un- 
less it were given an opportunity to cross- 
examine the engineer as to the elements 
included in his appraisal, the value of his 
findings would be questionable. Re Colo- 
nial Manor Water Co. Docket No. 5801, 
March 24, 1954. 


Burden of Proof on Customer Attacking Minimum Charge 


HE Pennsylvania commission dis- 
missed a customer’s complaint against 
a water company’s minimum quarterly 
charge of $5.70 for the first hundred cubic 
feet of water. The substance of the testi- 
mony was an unsupported statement that 
the rate was a “service charge”; “dispro- 
portionate, ridiculous, and outrageous.” 
The commission did not consider that 
the charge was necessarily improper in 
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relation to the rate schedule as a whole and 
ruled that in the absence of evidence on 
which a finding as to the fairness of the 
rate could be based, the complaint should 
be dismissed. Persons seeking to over- 
throw a utility rate, the commission con- 
cluded, have the burden of proving that 
it is unreasonable or unfair. Lerch v. Sink- 
ing Spring Water Co., Inc. Complaint 
Docket No. 16032, March 29, 1954. 


Other Important Rulings 


Discontinuance Enjoined. The New 
York supreme court, in an action for a 
permanent injunction, issued a temporary 
injunction enjoining a gas company from 
discontinuing service until the court could 
determine whether an alleged oral service 
agreement contravened express statutory 
policy, where the customer would suffer 
hardship from immediate discontinuance. 
Langevin et al. v. Binghamton Gas Works, 
128 NYS2d 382. 


Moot Appeal. A protesting carrier’s 
second appeal from the commission’s 
granting of a certificate to another car- 
rier was dismissed by the Ohio supreme 


court where the case had become moot by 
virtue of the other carrier’s having with- 
drawn its application and moved for a dis- 
missal prior to the perfection of the sec- 
ond appeal. Commercial Motor Freight, 
Inc. v. Ohio Pub. Utilities Commission, 
117 NE2d 695. 


Demurrage Claim Disallowed. A rail- 
road seeking to recover past demurrage 
from a corporation owning extensive track 
and yard facilities, which the railroad had 
used as its own yards for sorting and 
marshaling cars, on the theory that the 
demurrage should have been calculated 
from the time of the delivery of the cars 
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to the yards or when empty cars were to 
be reloaded, was not allowed to do so by 
the United States court of appeals, where 
the parties had correctly interpreted the 
filed tariffs as meaning from the time of 
spotting and placing the cars at the load- 
ing points, and the corporation had been 
paying on that basis since 1921. Southern 
Railway Co. v. Aluminum Co. of Amer- 
ica, 210 F2d 139. 


Small Company Return. The Indiana 
commission considered a return of 7 per 
cent on an original cost rate base, which 
did not include an allowance for materials 
and supplies, reasonable for a small tele- 
phone company. Re Craigville Teleph. Co. 
No. 24904, April 1, 1954. 





Question on Appeal. The California 
district court of appeals held that a motor 
carrier’s claim that a penalty imposed by 
the trial court for rate violations was ex- 
cessive could not be raised on appeal un- 
less first presented to the trial court on a 
motion for a new trial. People v. Alves, 


267 P2d 858. 


Train Discontinuance. The Wisconsin 
commission allowed a railroad to discon- 
tinue certain passenger trains where the 
losses which would have been incurred 
from continued operation outweighed the 
inconvenience which would result from 
the use of other transportation facilities 
by the public. Re Chicago & N.W.R. Co. 
et al. 2-R-2682, April 20, 1954. 
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MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Pittsfield Coal Gas Company 


D.P.U. 9757 
February 18, 1954 


Ye as to propriety of proposed natural gas rates; 
proposed rates canceled, new rates prescribed. 


Valuation, § 299.1 — Working capital allowance — Tax accruals. 
1. Tax accruals, when computed after taking into consideration delayed 
payments for purchased gas, were considered sufficient for working capital 
in determining a natural gas company’s rate base, p. 4. 


Valuation, § 250 — Rate base determination — Property paid for by customers. 
2. Plant which has been paid for by a natural gas company’s customers 
should be excluded from the company’s rate base, p. 4. 


Valuation, § 209 — Rate base determination — Standby gas plant. 
3. A manufactured gas plant of a company which had converted to natural 
gas was allowed to be included in the rate base, where the plant had a 
capacity representing practically a 100 per cent standby production capa- 
bility and where it was necessary to prevent losses if the natural gas pipelines 
through which the company was being furnished with gas should be broken, 
p. 4. 

Return, § 26 — Cost of capital — Debt ratio. 
4. The actual debt ratio of 34.2 per cent was deemed proper for the purpose 
of fixing a gas company’s rates (although it was conceded that such a ratio 
was probably an uneconomic capitalization under present conditions) where 
the company had not recently been obliged to go into the market for equity 
financing and all of its new financing had been accomplished by the issuance 
of long-term debt, and where the company was .an independent operating 
unit whose stock was publicly held, p. 5. 

Return, § 26 — Cost of capital. 
5. It is improper to base the fair cost of equity money to a natural gas 
company upon a historical stock price averaged over a period of ten years, 


p. 5 
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Return, § 26 — Cost of capital — Earntngs-price ratio. 
6. An earnings-price ratio of about 7.88 per cent was deemed proper to use 
as the cost of equity money in determining natural gas rates, in view of recent 
market prices, using a 75 per cent pay-out ratio, p. 5. 


Rates, § 375 — Natural gas — Minimum charges. 
7. A natural gas company’s rate schedule should include a first step rate of 
at least one dollar so that the burden of furnishing gas service may be 


equitably distributed, p. 6. 


Payment, § 25 — Prepayment meters — Natural gas company. 
8. A natural gas company was ordered to consider the desirability of ceasing 
to render service through prepayment meters, since that type of service is 
uneconomical and opens the door to possible discrimination, p. 6. 

Rates, § 49 — Commission duties — Contract negotiations. 
9. The commission should not interfere in rate contract negotiations with 
a large industrial customer unless the special contract results in detriment 


to the public, p. 7. 


APPEARANCES: Francis J. Quirico, 
for Pittsfield Coal Gas Company; Paul 
A. Tamburello, City Solicitor, and Ed- 
win E. Reder, Associate City Solicitor, 
for city of Pittsfield; Edward N. Gads- 
by, Counsel, for department. 


By the DEPARTMENT: Pittsfield 
Coal Gas Company filed, effective Oc- 
tober 25, 1951, its M.D.P.U. Nos. 59 
to 66, inclusive, which included new 
schedules of rates and charges for gas 
throughtout its territory applicable to 
all classes of consumers. These rates 
were promulgated to meet the situation 
resulting from the introduction of nat- 
ural gas, which was first made avail- 
able to respondent at about that time. 
Such rates were stated by respondent 
to be designed to decrease its over-all 
revenues from its consumers by about 
5 percent. Since the rates theretofore 
in effect were not appropriate for use 
under the changed conditions and since 
the new schedules were stated to repre- 
sent a reduction to the consumers, 
though relatively minor in extent, the 
department allowed them to go into 
effect without suspension and an in- 
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vestigation was ordered as to their pro- 
priety. A public hearing was held in 
connection with such investigation in 
Pittsfield on December 2, 1952, which 
was continued in Boston on January 
26, March 5 and 6, and April 28, 
1953. The annual returns to the de- 
partment of the company for the year 
ending December 31, 1952, were made 
a part of the record in these proceed- 
ings. The city of Pittsfield appeared 
by its city solicitor and participated in 
the hearings. 

Pittsfield Coal Gas Company, as its 
name implies, is in the business of sell- 
ing gas at retail in Pittsfield and the 
surrounding territory. As of Decem- 
ber 31, 1952, it served 12,479 custom- 
ers’ meters in Pittsfield and a total of 
2,620 more in the towns of Dalton, 
Lenox, Lee, Stockbridge, and Lanes- 
boro. Its balance sheet as of that date 
(as condensed) compared with the 
previous year is as follows: 

Of the $875,000 shown on this bal- 
ance sheet to be outstanding in long- 
term debt as of December 31, 1952, 
$225,000 represents the unamortized 
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Assets 
12/31/51 12/31/52 
Plant and equipment .. $2,508,559 $2,575,606 
Other investment 32,204 8,163 
Total investment .. $2,540,763 $2,583,769 


$73,862 
89,620 81,372 
127,118 102,421 








Materials and supplies 
Other current assets .. 





Total current as- 
$282,868 
$10,852 


19,633 
234,784 


$257,655 
$10,745 


18,831 
218,836 


Prepaid accounts 
Debt discount and ex- 





Total unadjusted 


$254,418 
$3,088,901 


$237,667 
$3,089,836 





Total assets 








Liabilities 

$1,000,000 
106,500 
875,000 


$1,981,500 
$72,049 
41,154 
656,660 
28,889 


Common stock $1,000,000 
Premium 106,500 
Long-term debt 900,000 


Total capitalization $2,006,500 
Current liabilities $82,024 
Accrued liabilities .... 33,518 
Depreciation reserve .. 630,503 
Other reserves 26,282 


Contributions 
tensions 24,438 24,438 
285,635 285,146 


. $3,088,901 $3,089,836 








Total liabilities .. 


portion of the amount borrowed to fi- 
nance the conversion of customers’ 
appliances. The balance of the cost of 
conversion, before amortization, at the 
end of the year was $243,449. The 
balance at the end of the year, after 
amortization, is shown under other de- 
ferred debits in the amount of $218,- 
836. The cost of conversion was about 
$15.87 per meter, which is very low in 
comparison with other companies in 
the state. Of the amount of $81,372 
appearing under Materials and Sup- 
plies, $21,708 consisted of an invest- 
ment in merchandising inventory 
which must be deducted in computing 
the original cost of property used in 
the utility business. 


Respondent was last before us in 
connection with its rates in 1946 and 
1947 (D.P.U. 7536, 68 PUR NS 87, 
and 7841), when it was given certain 
relief by way of increased rates. Its 
operations at that time, however, in- 
volved manufactured gas alone, which 
posed substantially different problems 
from those under natural gas. It com- 
menced the purchase of natural gas in 
October, 1951, and its results for the 
year 1952 are for the entire year under 
the conditions surrounding the distri- 
bution of this latter commodity. It 
shows net income available for divi- 
dends and surplus for the year 1952 of 
$38,631, after taxes and including a 
small amount of nonoperating income. 
Treating as an operating expense that 
portion of its interest account attrib- 
utable to carrying charges on the aver- 
age unamortized conversion expense 
for the year, its gross income before 
interest was $63,337. The most recent 
estimates for 1953 indicate that it will 
end the year with a net profit transfer- 
able to profit and loss of about $65,- 
149, and a gross income before interest 
except on conversion loans of about 
$91,726. The improved earnings po- 
sition for 1953 is anticipated in large 
measure because of the normalizing of 
certain extraordinary expenses in- 
curred in connection with the advent of 
natural gas. These expenses, consist- 
ing principally of extraordinary main- 
tenance of customers’ equipment and 
meters, losses due to high percentage 
of unaccounted-for gas, and extraordi- 
nary main repairs necessitated by such 
leakage, are expected to taper off and 
some will vanish during the year. 
Careful scrutiny of these estimates 
gives us no ground to modify them in 
any material respect. While they are 

3 PUR 3d 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


no part of the record, actual results 
for the seven months ending July 31, 
1953, show gross income, computed as 
before, of $51,365 as compared with a 
similar figure for the similar period in 
1952 of $38,140. By extending these 
figures at the same relative rate of 
growth as shown in 1952, we arrive at 
an estimate for 1953 based on seven 
months’ actual figures of $85,380 as 
compared with the previous estimate 
for the year which we have noted of 
$91,726. The rate for purchased gas 
under respondent’s contract with 
Northeastern was increased, effective 
April 1, 1952, which increase has 
since become firm. Re Northeastern 
Gas Transmission Co. FPC Docket 
No. G-1814, order dated February 12, 
1953. The failure of respondent to 


realize more substantial savings upon 
the introduction of natural gas and to 


be able to offer more substantial rate 
reductions is understandable when it 
is realized that the maximum develop- 
ment rate under this contract has in- 
creased from 43 cents, when the con- 
tract was signed, to 53 cents at the 
present time, an increase of almost 25 
per cent. 

[1,2] Respondent’s gross invest- 
ment in utility operating plant as of 
December 31, 1952, was $2,551,168. 
There is no evidence as to the cost of 
proposed additions during 1953, and 
we are compelled to use the amount so 
stated. Its depreciation reserve as of 
that date amounted to $656,660, and 
its net plant investment was, there- 
fore, $1,894,508. Materials and sup- 
plies allocable to the gas business 
amounted to $64,485. We find that 
cash working capital requirements are 
adequately provided for from tax 
accruals, when computed after taking 
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into consideration delayed payments 
for purchased gas. Re Lynn Gas & E. 
Co. (1953) D.P.U. 10056, 97 PUR 
NS 147. Respondent carries plant at 
cost of $24,438 which has been paid 
for by its customers and which should 
be excluded from the rate base. Ac- 
cordingly, we find that respondent has 
invested in property used and useful in 
its utility operations the amount of 
$1,934,555, and that this represents 
the value of such property. We adopt 
this figure as the proper rate base for 
use in these proceedings. 


[3] At the time that respondent 
converted to the use of natural gas, it 
was, contrary to the implication of its 
corporate name, manufacturing gas 
exclusively by the water gas method. 
Incident to such conversion, it modi- 
fied its water gas sets to produce high 
Btu oil gas appropriate for standby and 
peak-shaving purposes. This plant has 
a capacity representing practically a 
100 per cent standby production capa- 
bility. A question was raised at the 
hearing as to whether that portion of 
respondent’s investment represented 
by such facilities is prudently invested 
in utility property and hence properly 
a part of the rate base. Aside from the 
question as to whether we should so 
interfere with a decision of manage- 
ment, we are fully aware of the geo- 
graphical location of New England in 
general and Pittsfield in particular, 
and of the critical situation which 
might arise in case of a break in the 
line through which respondent is now 
being furnished with gas. Further- 
more, to abandon an existing major 
investment in this way would entail 
very serious problems of accounting 
treatment and amortization. Further- 
more, it would leave the company 
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without the ability completely to con- 
trol its cost of purchased gas, unless it 
were to install propane equipment for 
such purpose. To abandon existing 
plant and to install new plant designed 
to accomplish the same purposes 
served by the abandoned plant seems 
to us to be economic waste. See Re 
Worcester Gas Light Co. D.P.U. 
9877, 1 PUR3d 300. We cannot find 
that the rate base we ought to use in 
these proceedings should be modified 
by elimination of the investment repre- 
sented by any of respondent’s produc- 
ing plant. 

[4-6] Respondent’s balance sheet 
shows it to be capitalized at a debt 
ratio of about 34.2 per cent. While 


this is probably an uneconomic capi- 
talization under present conditions, it 
appears that it has been many years 
since respondent has been obliged to go 
into the market for equity financing, 


and all of its new financing in recent 
years has been accomplished by the 
issuance of long-term debt. Respond- 
ent is an independent operating unit, 
its stock being publicly held. Under 
these circumstances, we will adopt the 
actual debt ratio as proper for use in 
this case. The aggregate cost of its 
existing debt is 3.74 per cent. 
Respondent’s stock was, at the time 
of the hearing, held by some 263 stock- 
holders, mostly resident in Massachu- 
setts, and there are some rather frag- 
mentary market quotations. In 1952 
it earned $3.86 a share and paid divi- 
dends of $4, at which rate it has been 
paying (with a few exceptions) for 
many years. It was selling during 
1952 at an average price of $67, repre- 
senting a dividend-price ratio, or yield, 
of 5.9 per cent. It has paid out an 
average of 72.4 per cent of its earn- 


ings as dividends during the past ten 
years. Net earnings available for divi- 
dends of $38,600 in 1952 represented 
a return of 2.8 per cent on its equity 
funds. There was testimony that the 
fair cost of equity money to respondent 
would be at the rate of 8.7 per cent on 
a 75 per cent pay-out ratio. This opin- 
ion was, however, based upon a his- 
torical stock price averaged over a 
period of ten years, and this approach 
to the problem of the cost of equity 
money has been held to be im- 
proper (New England Teleph. & 
Teleg. Co. v. Department of Public 
Utilities (1951) 327 Mass 81, 88 
PUR NS 73, 97 NE2d 509). On 
the basis of recent market prices, 
using a 75 per cent pay-out ratio, the 
earnings-price ratio would be at about 
7.88 per cent, which we find to be the 
proper figure to use as the cost of 
equity money in these proceedings. 
On the basis of the existing capitali- 
zation and using the capital costs we 
have found, the aggregate cost of 
money to respondent would be about 
6.47 per cent. To earn this return on 
the rate base we have found would re- 
quire respondent to have gross income 
before interest, but after carrying 
charges on conversion notes, of about 
$125,000. None of the estimates of 
respondent’s earnings, making all pos- 
sible allowance for the various factors 
brought out and discussed at the hear- 
ings, approach within striking distance 
of this figure. Accordingly, we con- 
clude that the earnings shown by re- 
spondent under the rate schedules 
under investigation are not unreason- 
ably high nor more than it is entitled 
to under the familiar legal principles 
by which we must be guided. 
The company’s territory has been 
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divided into two zones for rate pur- 
poses, as the result of which one sched- 
ule of rates is applicable to customers 
in the first zone, comprising Pittsfield 
and Dalton and a slightly higher sched- 
ule in a second zone which includes the 
more outlying districts in Lenox, Lee, 
Stockbridge, and Lanesboro. Its basic 
domestic schedule in the first zone in- 
cludes a rate of 34.5 cents per Ccf with- 
out step rates of any kind. Rates for 
use for water heating, refrigeration, 
and house heating are included in 
other schedules, all of which start at 
65 cents for the first Ccf and are 
stepped down thereafter. A similar 
plan at a higher level is followed in the 
second zone. 

An analysis of its operating statis- 
tics in 1952 shows clearly that, for a 
very substantial number of customers 
using relatively small amounts of gas, 
these rate schedules, and particularly 
the domestic rate schedules, allow serv- 
ice to be rendered at less than cost to 
the company. Without going into a 
complicated cost analysis it is clear 
that, under its present operations, prac- 
tically the only cost which varies di- 
rectly with use is the cost of purchased 
gas. In 1952, this item represented 
$197,936 out of total operating ex- 
penses of $682,133. This indicates a 
cost of somewhere around $2.68 a 
month per customer which is incurred 
by the company regardless of the 
amount of use. It also appears that 
about 70.9 per cent of customers 
served under the Limited Domestic 
Rate D-1 pay less than this amount 
per month for service. On the other 
hand, only 16.7 per cent of customers 
on the D-2 (hot water and refrigera- 
tion) rate pay less than $2.68 a 
month, and presumably few or none 
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of the customers on the house-heating 
rates. 

[7] A first step rate of under one 
dollar is almost unknown in other gas 
companies in the state, and there is a 
tendency on the part of careful man- 
agement to design rate schedules with 
a first step in excess of one dollar. We 
believe that such a schedule to apply to 
the basic schedule is necessary if the 
burden of furnishing gas service is to 
be equitably distributed. It is quite 
apparent, we believe, that the same 
minimum rate should apply on all 
other schedules. 

[8] It may be pointed out that such 
a rate schedule would not be feasible 
in connection with the use of prepay- 
ment meters. There are still in use in 
respondent’s territory 203 domestic 
meters and 3 commercial meters of this 
type, with gross annual revenues of 
$3,386, or about $1.37 per month each. 
There is, of course, some additional 
cost of serving such meters over and 
above the regular meters. It is appar- 
ent to us that respondent should con- 
sider the desirability of ceasing to ren- 
der this type of service, which seems to 
us to be uneconomical and opens the 
door to possible discrimination. See 
Re Greenfield Gas Light Co. (1953) 
D.P.U. 10232. 

In the ordinary case, we do not like 
to interfere with the prerogatives of 
management to establish its own rate 
schedules, and we have never done so 
without first consulting them as to 
their local problems. See Re New 
England Teleph. & Teleg. Co. (1954) 
D.P.U. 10349, 2 PUR3d 501. How- 
ever, in a situation such as that now 
before us, it seems to us proper that 
we should make use of the very full 
record which we have and that we 
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ought to prescribe the rates hereafter 
to be charged. This will avoid any 
necessity for duplication of testimony 
which is already inordinately volumi- 
nous. See Re Western Massachusetts 
Electric Co. D.P.U. 9658; Re Cam- 
bridge Electric Co. (1952) D.P.U. 
9781, 96 PUR NS 77. Such sched- 
ules have, therefore, been designed 
and are included in the order part of 
these findings. We find that the exist- 
ing schedules of rates and charges do 
not distribute costs in a fair and equi- 
table manner and that the schedules 
which we are ordering to be placed into 
effect are fair, reasonable, and nondis- 
criminatory. It is estimated that the 
new schedules will result in a decrease 
in respondent’s gross revenues of about 
$3,750, which we believe will not ma- 
terially affect its earnings position. 
They will increase the cost of gas to 
about 50 per cent of respondent’s cus- 
tomers who have heretofore been the 
beneficiaries of service at less than 
cost, but will include decreases to about 
50 per cent thereof. Such decreases 
are in varying amounts, ranging from 
a few cents a month to substantial 
sums. We believe that the decrease 
in the cost of gas at higher-use steps 
will be of assistance to respondent in 
competing with other fuels, and that 
the schedules so designed are necessary 
if this enterprise is to continue on a 
sound economic basis. 

[9] The General Electric Company 
intervened in these proceedings, and, 
in substance, asked the department to 
order the respondent to sell gas to it 
at a lower price than it is presently 
charging. This customer is served 
under a special contract. It is prob- 
ably necessary to have such an ar- 
rangement in this particular case, in 


view of the relatively huge amounts of 
gas called for by this one account. 
General Electric buys about 5,500,000 
cubic feet monthly, or about 17 per 
cent of respondent’s total purchases of 
natural gas. Its contract price is about 
$1.72 per Mcf. The only filed rate 
available to it would cost it in the 
neighborhood of $1.80 per Mcf. We 
do not believe we are called on to inter- 
fere in the negotiations between parties 
of a special contract unless it results 
in detriment to the public. See Re 
Wellington Grill, D.P.U. 8283, Dec. 
9, 1948. There was some discussion 
in the record of the possibility of a con- 
tract on an interruptible basis, but 
there is no data upon which we could 
find whether such a contract would be 
feasible or in the public interest. The 
customer has his remedy, of course, in 
case it is completely unable to nego- 
tiate what it considers to be a fair con- 
tract. See G.L. Chap 164, § 92. 

Both parties filed requests for rul- 
ings. If the provisions of § 5 of Chap 
25 as it stood at the time are applicable, 
the 10-day limitation therein contained 
was waived by the parties. We grant 
the request of the city of Pittsfield 
numbered 1. We deny its request No. 
2 on the ground that it is not applicable 
to this record. Of the requests filed by 
Pittsfield Coal Gas Company, we grant 
Nos. 1, 6, 7, 8, 9, 12, 14, 15, 16, 17, 
18, 19, 21, 23, 24, 25, and 26. We 
deny its requests Nos. 2, 3, 4, 5, 10, 11, 
20, 22, and 27. We deny its request 
No. 13 as unnecessary in view of our 
findings herein. 

For the foregoing reasons, after due 
notice, investigation, and considera- 
tion, it is hereby 

Ordered: That the rates and charg- 
es for gas stated in M.D.P.U. Nos. 59 
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to 66, inclusive, filed by Pittsfield Coal 
Gas Company to be effective October 
25, 1951, are hereby canceled as of the 
effective date of the tariffs hereinafter 
ordered to be placed into effect; and 
it is further 

Ordered: That Pittsfield Coal Gas 
Company file on or before March 15, 
1954, to be effective as to meter read- 
ings on and after April 1, 1954, new 
schedules of rates and charges for gas 
which shall include the following rates 
available as shown: 


Domestic Rate 
Available for all domestic use. 


Pittsfield Balance of 
and Dalton _ territory 


First 200 cf per month 
or fraction thereof .. $1.00 $1.10 
Next 1300 cf per Ccf ... .29 wl 
Next 1500 cfper Ccf ... 25 25 
Over 3000 cf per Ccf ...  .16 16 
House Heating Rate 
Available for all gas used by resi- 
dential customers who use gas as the 
principal heating fuel, and for heating 
purposes only, with a separate meter, 


for commercial customers. If dual fuel 
burners with automatic outside tem- 


perature controls are used in connec- 
tion with commercial heating installa- 
tions, no demand charge is applicable. 


Pittsfield Balance of 
and Dalton _ territory 


Demand charge, per 
month for first 
25,000 Btu per hour 
input rating of heat- 
ing unit, or fraction 
thereof . 
Each additional 1,000 

Btu input rating ..  .08 

Commodity charge 

First 200 cf per month 

or fraction thereof $1.00 
Next 1300 cf per Ccf .29 
Next 1500 cf per Ccf 25 
Over 3000 cf per Ccf .07 


Commercial Rate 


Available for all uses not covered in 
other rates. 


First 200 cf per month 

or fraction thereof $1.00 
Next 4800 cf per Ccf 33 
Next 8000 cf per Ccf .30 


Next 12000 cf per Ccf .26 
Next 25000 cf per Ccf .22 
Over 50000 cf per Ccf .18 


And it is further 

Ordered: That the investigation by 
this department in D.P.U. 9757 be 
and the same hereby is terminated and 
closed. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Republic Light, Heat & 


Power Company 


January 14, 1954 


by villages for suspension of proposed gas rate and 


for public hearing; denied. 


Rates, § 376 — Cost of gas after conversion — Need for investigation. 
1. The mere fact that natural gas at lower cost is to be substituted in part 
for manufactured gas does not justify an immediate reduction in rates or 
even require an investigation, where a company is not presently earning a 
fair return and where the cost of the mixed gas service, which will result after 
the conversion, will involve many factors besides the cost of gas alone, p. 9. 


Rates, § 376 — Cost of gas — Effect of conversion. 
2. The time to consider the propriety of the rates of a gas conmpany in the 
process of converting from manufactured to natural gas is when the con- 
version has been completed and the costs, not only for the purchase of gas 
but for required capital expenditures, for conversion of customers’ equip- 
ment, and for rehabilitation of the property, can reasonably be determined, 


p. 9 


By the Commission: The Repub- 
lic Light, Heat and Power Company 
has filed amendments to its schedule 
for gas service in the Niagara Dis- 
trict, which includes the cities of Ni- 
agara Falls, Tonawanda, and North 
Tonawanda and the village of Ken- 
more and adjacent territory, which 
provides for a method of billing cus- 
tomers during the conversion from 
manufactured gas to mixed gas which 
is to be carried out during the period 
from now to October 1, 1954, in 
accordance with the authorization 
granted in Case 16524. The billing 
makes no change in the base rates for 
service at 540 Btu but provides means 
for converting the amount shown by 
the meters of customers served with 
higher Btu mixed gas to the equivalent 


of 540 Btu, so that all customers will 
be served at the same rates on a Btu 
basis. The filing makes a nominal 
reduction of about $50,000 by the 
elimination of a purchased gas sur- 
charge. 

[1, 2] The village of Kenmore and 
the town of Tonawanda have re- 
quested that the filing be suspended 
and that a public hearing be called 
for the purpose of investigating the 
rates of Republic. These requests 
should be denied. Suspension of the 
filed rates would accomplish nothing 
except to make it impossible for the 
company to proceed with its program 
of conversion, since it would have no 
rates at which to bill customers re- 
ceiving higher Btu gas. The rates for 
manufactured gas were considered at 
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length in the opinion in Case 15717 
and it was found that the earnings of 
the company for this service were 
materially below a fair return, but 
increases were allowed only sufficient 
to earn a return of 4 per cent for 
reasons set forth in great detail in the 
opinion in that case. The problem of 
supplying gas at reasonable rates for 
this territory has been the subject of 
great concern and study and hard 
work by the commission for several 
years past and it does not intend to 
neglect the matter or to cease its activ- 
ity in this regard until the best possible 
solution is finally reached. The supply 
of gas, however, is the most important 
element and the one which must be 
solved first before the matter of rates 
can reasonably be determined. The 
mere fact that natural gas at a lower 


cost is to be substituted in part for 
manufactured gas does not justify an 
immediate reduction in rates or even 
require investigation. As previously 
set forth, the company is not now earn- 
ing a fair return in this territory and 
the cost of mixed gas service when it 
is finally established will involve many 
factors beside the cost of gas alone. 
When the conversion has been com- 
pleted and the costs, not only for the 
purchase of gas but for required capital 
expenditures, for conversion of cus- 
tomers’ equipment and for rehabilita- 
tion of the property, can reasonably be 
determined, the matter of rates will be 
considered. There certainly is no rea- 
son to believe that the company will 
earn an excessive return from the 
service in this territory meanwhile. 








WYOMING PUBLIC SERVICE COMMISSION 


Re Cheyenne Light, Fuel & 
Power Company 


Docket No. 9248 
February 19, 1954 


P 


ETITION by gas and electric company for temporary natural 
gas rate increase; modified increase authorized. 


Rates, § 143 — Gas — Increased wholesale cost. 
1. A gas and electric company which could not absorb the total amount of 
the increased cost of wholesale natural gas and continue to earn a reason- 
able rate of return was granted a temporary rate increase, p. 13. 


Valuation, § 290 — Working capital — Tax accruals — Property included. 
2. The working capital allowance of a gas and electric company seeking 
a temporary rate increase was considered excessive where plant under con- 
struction and property held for future use were included in the rate base 
and large amounts of accrued taxes were on hand, p. 15. 
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Rates, § 143 — Natural gas — Increased wholesale cost — Temporary rate increase. 
3. A gas and electric company was granted a temporary rate increase to 
cover approximately 71 per cent of the increased cost of the company’s 
natural gas supply where the commission felt that the company could safely 
absorb approximately 29 per cent of the increased cost without jeopardizing 


its financial position, p. 15. 


Reparation, § 17 — Increase in cost of purchased gas — Pendency of rate case. 
4. A gas and electric company authorized to increase rates temporarily to 
cover the increased cost of purchased gas was directed to pass on to its cus- 
tomers any refund received from the supplier after the final determination 
of the latter’s rate structure by the Federal Power Commission, p. 17. 


APPEARANCES: Lee, Bryans, Kelly 
& Stansfield, Denver, Colorado, by 
Ralph Sargent, Jr., Denver, Colorado, 
of counsel; and Wilfrid O’Leary, At- 
torney at Law, Cheyenne, by Vincent 
A. Ross, Attorney at Law, Cheyenne, 
appearing for petitioner, Cheyenne 
Light, Fuel and Power Company. 


By the Commission: On January 
13, 1954, Cheyenne Light, Fuel and 
Power Company, hereinafter some- 
times referred to as the “company,” 
filed with the commission, pursuant to 
Rule 11, Part II, of its Rules*and 
Regulations, a petition for permission 
to file and place in effect on one day’s 
notice to the public after the filing 
thereof a temporary rider to its tariff, 
Wyo. P.S.C. No. 2—Gas, to be des- 
ignated as Seventh Revised Sheet No. 
11 of said tariff, the effect of which 
will be to increase generally all of its 
rates and charges for natural gas serv- 
ice furnished to all of its consumers 
in Cheyenne, Wyoming, and the fringe 
area surrounding said municipality in 
the following amounts: 


(a) All rates for residential and commercial 
natural gas service will be increased in the 
amount of $.003 per one hundred cubic feet 
used per month, and 

(b) All rates for interruptible industrial 
natural gas service will be increased in the 


amount of $.017 per thousand cubic feet of gas 
used per month. 


The proposed emergency natural 
gas rate adjustment, if allowed, will 
affect the following designated tariff 
sheets of the company now on file with 
and approved by the commission : 


Residential and Commercial Natural Gas 
Service: 
he © oe No. 2, Third Revised Sheet 
0. 
Wyo. P.S.C. No. 2, Third Revised Sheet 


No. 5 
— oo No. 2, Fourth Revised Sheet 
0. 


Interruptible Industrial Natural Gas Service: 
Wyo. P.S.C. No. 2, Original Sheet No. 7 
hg a; No. 2, Second Revised Sheet 

0. 


Pursuant to notice duly given, said 
petition was heard by the entire com- 
mission in the commission hearing 
room, Supreme Court and State Li- 
brary building, Cheyenne, Wyoming, 
on January 21, 1954. The appear- 
ances at said hearing are set forth 
above. On the date of said hearing 
and prior to the commencement there- 
of, the city of Cheyenne, through Phil- 
ip White, its attorney, filed with the 
commission a written protest to said 
petition, objecting generally to the 
proposed increased rates and charges 
of the company for natural gas service 
to its customers within said city, “un- 
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less and until a clear and convincing 
showing of absolute necessity therefor 
is made to the commission” ; however, 
said attorney did not appear at said 
hearing and no evidence was offered 
thereat by said municipality in support 
of its said protest. At the conclusion 
of said hearing, the commission took 
the matter under advisement. 

The commission now having duly 
considered said petition, the evidence 
of record including post-hearing ex- 
hibits filed by counsel at its request, the 
statements, and representations made 
by counsel at said hearing, and being 
fully advised in the premises hereby 
enters its opinion, findings, and order 
herein, as follows: 

Cheyenne Light, Fuel and Power 
Company is an operating public util- 
ity; and, as such, it is engaged in the 
business of generating and purchasing 
electric energy and the transmission, 
distribution, and sale thereof to the 
public within its certificated service 
area which includes the city of Chey- 
enne; the purchase, distribution, and 
sale of natural gas to the public with- 
in said municipality and the fringe area 
adjacent thereto; and the generation, 
distribution, and sale of steam for 
heating purposes to business establish- 
ments located in the main business 
area of said city. 

The company is a Wyoming corpo- 
ration; and, except for qualifying 
shares of stock held by the members of 
its board of directors, all of its out- 
standing capital stock is owned by the 
Public Service Company of Colorado, 
a public utility operating in the city of 
Denver and elsewhere within the state 
of Colorado. It purchases its entire 
supply of natural gas for resale, as well 
as so-called “boiler gas” which it uses 
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as fuel in the operation of. its steam 
electric generating plant in.Cheyenne, 
from Colorado-Wyoming: Gas Com- 
pany, Denver, Colorado, an interstate 
pipeline company, which is also a 
wholly owned subsidiary of the Public 
Service Company of Colorado. Colo- 
rado-Wyoming Gas Company, herein- 
after called ‘“Colorado-Wyoming,” 
purchases substantially all of its natural 
gas requirements from Colorado In- 
terstate Gas Company which is also 
an interstate pipeline company. Pub- 
lic Service Company of Colorado also 
owns approximately 15 per cent of the 
common stock of this latter pipeline 
company. Both of said pipeline com- 
panies are subject to the jurisdiction 
of the Federal Power Commission. 
The action taken by the company 
in filing its said petition herein was 
precipitated by an order adopted by 
the Federal Power Commission in its 
Docket No. G—2261 on December 29, 
1953, authorizing the company’s sup- 
plier, Colorado-Wyoming, to place in 
effect on January 1, 1954, negotiated 
increased rates and charges for natural 
gas furnished by it to its resale cus- 
tomers. The background of this FPC 
rate order is fully expanded in the 
petition of the company and the record 
and no useful purpose will be served 
by reiterating the history of same 
herein; however, it should be men- 
tioned here that the rates which the 
Federal Power Commission thereby 
authorized Colorado-Wyoming to 
charge its resale customers, including 
petitioner herein, were predicated upon 
increased rates which it authorized 
Colorado Interstate Gas Company, 
hereinafter called “Colorado Inter- 
state,” to place in effect on said date 
by its interlocutory order issued De- 
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cember 22, 1953, in its Docket No. G— 
2260, pending final determination of 
rate proceedings initiated by Colorado 
Interstate therein; and that the same 
provides that in the event the Federal 
Power Commission shall enter an 
order in said docket, after hearing, di- 
recting Colorado Interstate to sell 
natural gas to Colorado-Wyoming at 
lower rates than those authorized by 
its said interlocutory order, then Colo- 
rado-Wyoming shall file a new rate 
schedule with said commission to re- 
flect such lower rates; and that Colo- 
rado-Wyoming thereafter shall refund 
to its customers, which include peti- 
tioner, the difference between the low- 
er rates reflected by said new schedule, 
if approved by said commission, and 
the rates charged them under said 
negotiated rate schedule approved by 
said commission on the date aforesaid. 

The company, by its petition filed 
herein, requests that the commission 


allow it to place its proposed rate 
adjustment in effect until such a time 


as the Federal Power Commission 
makes a final determination of the 
rates of its said supplier, Colorado- 
Wyoming. It represents to the com- 
mission that, at that time, it will file 
with the commission new rate sched- 
ules reflecting the rates finally fixed 
by the Federal Power Commission for 
Colorado-Wyoming; and if the same 
are lower than those now being 
charged the company, it will pass on 
to its customers such refunds as it 
shall receive from Colorado-Wyoming 
as a result thereof, in a manner to 
be approved by the commission. 

The company alleges that, based 
upon the amount of natural gas pur- 
chased by it from Colorado-Wyoming 
during the calendar year 1953, the 


impact on it, resulting from approved 
increased rates of the latter, effective 
January 1, 1954, will be that during 
the year 1954, it will be required to 
expend $77,761 more for its supply 
of natural gas, i.e., the operating ex- 
pense of its gas department will be 
increased by said amount. It con- 
tends that it can absorb only 3.01 per 
cent of said amount ($2,341) ; and it 
has designed its proposed temporary 
rate adjustment so as to pass on the 
balance thereof ($75,420) to its nat- 
ural gas consumers, i.e., same will in- 
crease its natural gas operating rev- 
enues by said amount. 

The company states that this is an 
emergency proceeding; that it did not 
expect the Federal Power Commission 
to authorize increased rates and 
charges for its supplier prior to March 
3, 1954; that it had only nine days’ 
notice of the fact that its cost of gas 
would be increased on January 1, 
1954; and that its earnings for the cal- 
endar year of 1954 have already been 
materially affected in that it has been 
required to absorb the entire amount 
of said increase since said date. The 
company points out that this proceed- 
ing is not a “full blown” rate case; that 
the aforementioned rider is not de- 
signed to improve its net earnings or 
its financial position; that the portion 
of the increased cost of its gas supply 
which it will absorb through its pro- 
posed rate adjustment will result in 
a decrease in its present earnings and 
rate of return; and that all it is asking 
by its petition herein is to be left in 
substantially the same position as it 
was prior to January 1, 1954. 

[1] The company offered exhibits 
at the hearing through witness O. P. 
Reed, its acting manager, containing 
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so-called “bare bones” figures and 
computations taken from its books and 
records revealing the actual operating 
results of its three departments and the 
operating results of the company as a 
whole for the calendar year 1953. 
This witness testified from exhibits 
offered and received in evidence as to 
what the operating results of the com- 
pany and its gas department would 
have been if its supplier’s increased 
rates and proposed rate adjustment 
had been in effect for said year; and 
what the impact on the operating re- 
sults of the company and said de- 
partment would have been if it had 
absorbed the entire amount of said in- 
creased cost of gas ($77,761) during 
said year. Exhibits were also offered 


Pass-on 

$75,420 
Actual 

Operations 
6.66% 
9.15% 
6.60% 
6.48% 


of Gas 


Company 
Stm. Htg. Dept. ... 
Paectrac Dept. ........ 


ISAS SPER. cock scee'esie 6.38% 


Considering the results of said ex- 
hibits, it appears that the company has 
made a prima facie showing that 
neither the company as a whole nor the 
gas department as a separate unit can 
absorb the total amount of the in- 
creased cost of its natural gas supply 
for the year 1954, and thereafter if 
the amount thereof is not changed, and 
continue to earn a reasonable rate of 
return on a net investment rate base. 

We will now consider what amount 
of the company’s increased cost of 
natural gas should be absorbed by it 
and the amount thereof, which, in our 
opinion, should be passed on to its cus- 
tomers. The company operates an 
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Incr. Cost 


and received in evidence through this 
witness showing what the operating 
results of the electric department of 
the company would have been for the 
year 1953 if it had been obliged to 
pay the increased rates of its supplier 
for natural gas used by said depart- 
ment as boiler fuel during said year. 
These exhibits show that the net earn- 
ings of the company and those of its 
various departments for the calendar 
year 1953, when related to a net in- 
vestment rate base established for 
each of them (depreciated original 
cost plus materials and supplies and 
working capital), would have pro- 
duced the following rates of return 
during said year under the following 
circumstances : 


Operations 
Proformed 
to Show 
Effect of 
Increased 
Cost of 
Boiler Gas 


Company 
Pass-on 
to Firm 

Customers 
$69,812 

Incr. Cost 
of Gas 


6.57% 


Company Ab- 
sorb Total 
Incr. Cost 

of Gas 


5.84% 


6.50% 
4.24% 


appliance department. The operations 
of this department are not divorced 
from its utility operations ; and accord- 
ing to the evidence, the net profit or 
loss resulting from the sale of natural 
gas appliances is credited to the operat- 
ing revenues or charged to the operat- 
ing expenses of its gas department ; and 
the net profit or loss arising from the 
sale of electrical appliances is likewise 
credited to operating revenues or 
charged to operating expenses of the 
electric department of the company. 
As indicated above, this is not a “full 
dress” rate case; and we hereby make 
no determination with respect to the 
manner in which the company should 
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operate its appliance department. We 
merely mention same primarily to 
show that we have considered the evi- 
dence pertaining thereto in arriving 
at our conclusions in this proceeding. 

[2] The company has included in 
its rate base figures plant under con- 
struction and property held for future 
use. In determining the item of work- 
ing capital used in its rate base figures, 
it has used therefor the sum of one- 
twelfth of its annual gas purchases and 
one-sixth of its annual operating ex- 
penses, less taxes and depreciation. In 
arriving at the income tax figures 
shown on its operating statements, it 
has used therefor the sum of its 
monthly accruals for income tax pur- 
poses. We again reiterate that this 
is not a full scale rate case; and we 
do not propose to determine herein the 
exact amount of what we consider 
legitimate components or elements of 
a rate base for the company and its 
respective departments. Nevertheless, 
we are of the opinion that the amount 
of working capital used by the com- 
pany in its rate base figures is ex- 
cessive, considering the amount of ac- 
crued taxes which the company does 
not have to remit for sometime after 
such accruals are made; and the fact 
that plant under construction and prop- 
erty held for future use are included 
therein. 


We have prepared a conformed 
operating statement for the gas depart- 
ment of the company for the year 
1953, using a pass-on of 1.7 cents per 
thousand cubic feet used per month 
to its interruptible industrial con- 
sumers, as this figure appears to be 
the actual increased cost of gas to the 
company, considering the differential 
in pressure involved in the purchase 


thereof; and a pass-on of .21 cent per 
one hundred cubic feet used per month 
to its firm customers. In this state- 
ment, we have calculated the income 
tax for said department on the basis 
of same having been reduced to 47 
per cent on April 1, 1953. We believe 
this method of calculating said tax 
will more accurately reflect the income 
tax liability of said department for the 
year 1954, as same will conform to 
our present income tax law. We do 
not believe we should predict or spec- 
ulate as to what Congress will do with 
respect to future corporate income tax 
rates. We have also prepared a pro- 
formed operating statement for the 
electric department of the company for 
the year 1953, adjusted to show in- 
creased cost to the company of boiler 
gas used by said department, if the 
same had been in effect for said year; 
and using the same method of calcu- 
lating its income tax liability. These 
statements follow: [See page 16.] 


[3] Relating the net income figures 
as shown by said operating statements 
to net investment rate bases for said 
departments, set forth above, which 
include plant under construction and 
property held for future use and an 
item for working capital calculated by 
taking one-twelfth of the operating 
expenses of said departments for said 
year, as above calculated, less taxes 
and depreciation, we find that the com- 
pany, under such circumstances, would 
have earned a rate of return for said 
year of 6.50 per cent on the operations 
of its gas department and 7.25 per 
cent on the operations of its electric 
department. Under these calculations, 
the company has absorbed $22,385.16 
of the increased cost of its supply of 
natural gas or 28.79 per cent there- 
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OPERATING STATEMENT 


Gross Operating Revenue 

Operating Revenue Deductions: 
Operating Expenses 
Maintenance and Repairs 
Depreciation and Amortization 
Taxes (other than Income) 


Net Income before Income Taxes 
Income Tax 


Rpt NN Asis wesw dew RIA YS Po 


Gas Department 


$1,124,503.64 


$814,983.42 
34,959.80 
44,340.56 
31,234.12 


$925,517.90 


$925,517.90 


$198,986.74 
$90,323.73 


$108,663.01 


RATE BASE 
Gas Department 


Net Plant 
Materials and Supplies 


Gash Workine Capital ...........0- 00.00.00 


Rate Base 


$1,565,363.38 
34,727.55 
70,828.60 


$1,670,919.53 


OPERATING STATEMENT 
Electric Department 


Gross Operating Revenue 

Operating Revenue Deductions: 
Operating Expenses 
Maintenance and Repairs 
Depreciation and Amortization 
Taxes (other than Income) 


Net Income before Income Taxes 
Income Tax 


Net Income 


$1,540,534.10 


$962,079.15 
73,334.73 
88,735.96 
54,216.16 
$1,178,366.00 $1,178,366.00 
$362,168.10 
$169,058.56 


$193,109.54 


RATE BASE 
Electric Department 


Net Plant 
Material and Supplies 
Cash Working Capital 


Rate Base .. 


of; and it has passed on $55,375.84 of 
said cost or 71.21 per cent thereof to its 
customers. We believe that the com- 
pany can safely absorb this amount 
of the increased cost of its natural gas 
supply without jeopardizing its finan- 
cial position with respect to its natural 
gas operations ; that this determination 
is fair to all concerned; and that same 
lies within the realm of reasonableness. 
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$2,471,977.92 
103,700.41 
86,284.49 


$2,661,962.82 


We realize that under our calcula- 
tions above set forth, there is a dis- 
parity between the rate of return for 
the three departments of the com- 
pany, i.e., the rates of return for the 
electric and steam-heating depart- 
ments of the company are higher than 
the calculated rate of return for its 
gas department. The company in- 
tends to perform considerable main- 
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tenance work upon the properties of 
said former departments which will 
result in increased operating expenses 
therefor. Considering this, we believe 
that the gas rate adjustment which we 
will order herein will not result in 
preferential or discriminatory treat- 
ment; and that the same will be fair 
and equitable to the company and its 
gas customers. 

[4] As indicated above, the com- 
pany assures us that it will pass on to 
its customers any refund received by 
it from its supplier, Colorado-Wyom- 
ing, resulting from the final deter- 
mination of the latter’s rate structure 
by the Federal Power Commission. 
In order that there will be no misun- 
derstanding, our order herein will di- 
rect the company to allocate any such 
refund proportionately among its cus- 
tomers ; and we will retain jurisdiction 
herein for the purpose of making such 
further order or orders in this pro- 
ceeding with respect thereto as we 
shall deem necessary and proper. 

Considering all of the evidence be- 
fore us in this proceeding, we believe 
that said proposed rider is unjust, 
unreasonable, discriminatory, and 
preferential; and that the company 
should not be permitted to file same 
as a part of its said gas tariff. We 
further believe that the company 
should be allowed to file a rider to its 
said tariff : 


(a) Increasing all of its rates and charges 
for residential and commercial natural gas 
service in the amount of $.0021 per hundred 
cubic feet used per month, and 

(b) Increasing all of its rates and charges 
for interruptible industrial gas service in the 
amount of $.017 per thousand cubic feet used 
per month; 


and our order herein will authorize 
the filing of such a rider to become 


[2] 


effective one day after the filing of 
same. 
We specifically find: 


1. That the commission has ju- 
risdiction over the subject matter of 
said petition ; 

2. That the proposed temporary 
rider of the company designated as 
Seventh Revised Sheet No. 11 of its 
tariff, Wyo. P.S.C. No. 2—Gas, which 
it seeks authority to file with the com- 
mission under its petition herein and 
place in effect on less than thirty days’ 
notice is unjust, unreasonable, dis- 
criminatory, and preferential ; and that 
said petition, in so far as it relates to 
the filing thereof, should be denied ; 

3. That the company should be per- 
mitted to file a new temporary rider 
to its said tariff designated as Seventh 
Revised Sheet No. 11 thereof, in- 
creasing its rates and charges for 
natural gas service furnished to the 
public within its service area in the 
following amounts: 


(a) All rates for residential and com- 
mercial natural gas service to be in- 
creased per hundred cubic feet used per $.0021 


mon 

(b) All rates for interruptible indus- 
trial natural gas service to be increased 
per thousand cubic feet used per month $.017 


4, That said rider should become 
effective one day after the filing 
thereof; 

5. That the temporary natural gas 
rate adjustment hereby allowed and 
hereinafter ordered is fair, just, rea- 
sonable, and nondiscriminatory ; 

6. That the company should be 
ordered to pass on proportionately to 
its customers any refund received 
from its supplier, Colorado-Wyoming 
Gas Company, after the latter’s rates 
have been finally fixed and determined 
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by the Federal Power Commission; 
and 

7. That the commission should re- 
tain jurisdiction of this proceeding for 
the purpose of entering such further 
order or orders herein as may be 
necessary or proper in the premises. 

It is therefore ordered, as follows: 

1. That the petition filed herein by 
the company on the date aforesaid in 
so far as the same pertains to the 
filing of a proposed temporary rider 
by the company as Seventh Revised 
Sheet No. 11 of its tariff, Wyo. P.S.C. 
No. 2—Gas, to become effective one 
day after the filing thereof, and in- 
creasing its rates for natural gas serv- 
ice as therein set forth, be and the 
same is hereby denied; 

2. That the company be and it 
hereby is authorized to file with the 
commission in accordance with its 
Rules and Regulations a new tempo- 


rary rider to its said tariff, Wyo. 
P.S.C. No. 2—Gas, increasing gen- 
erally its rates and charges for natural 
gas service furnished to the public in 
the city of Cheyenne, Wyoming, and 


the fringe area adjacent thereto in the 
following amounts : 


(a) Increasing all of its rates for residential 
and commercial natural gas service in the 
amount of $.0021 per hundred cubic feet used 
per month, and 

(b) Increasing all of its rates for interrupti- 
ble industrial natural gas service in the amount 
of $.017 per thousand cubic feet used per 
month ; 


3. That the company be and it 
hereby is ordered and directed to pass 
on proportionately to its customers 
any refund received by it from its 
supplier, Colorado-Wyoming Gas 
Company, after the latter’s rates have 
been finally fixed and determined by 
the Federal Power Commission in a 
manner to be later approved by the 
commission ; 

4, That jurisdiction of this proceed- 
ing be and the same is hereby retained 
by the commission for the purpose of 
entering such further order or orders 
herein as may be deemed necessary or 
proper in the premises ; and 

5. That this order shall become 
effective as of the date hereof. 
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UNITED STATES COURT OF APPEALS, NINTH CIRCUIT 


Interstate Natural Gas Company 


v 


Southern California Gus Company et al. 


No. 13373 
209 F2d 380 
December 29, 1953 


PPEAL by natural gas company from dismissal of action 
A for damages resulting from pipeline’s refusal to transport 
gas; affirmed. For lower court decision, see (DC Cal 1952) 

94 PUR NS 321, 103 F Supp 317. 


Procedure, § 10 — Effect of motion to dismiss. 
1. A motion to dismiss has the effect of admitting all well-pleaded facts 
but does not admit facts which a court will judicially notice as untrue or 
facts which other documents in the proceeding establish to be unfounded, 
p. 21. 


Rates, § 253 — Filing schedules — Contract filed. 

2. A gas company has satisfied the requirement of filing schedules with the 
Federal Power Commission where a contract, in which it agrees to transport 
through its pipeline system natural gas belonging to another company, is 
on file with and approved by the commission and sets forth rates and terms 
on which the transportation of the gas would be made, in view of the fact 
that the statute requiring the filing does not designate that the schedule 
be in any particular form, p. 21. 


Service, § 27 — Judicial action — Exhaustion of remedies. 
3. Courts will not grant relief when one gas company fails to transport gas 
in interstate commerce for another pursuant to a filed schedule, until the 
Federal Power Commission has had an opportunity to pass on the important 
issues of fact which are committed to it by statute, p. 22. 


Courts, § 19 — Jurisdiction — Damage claim — Conflicting jurisdiction of commis- 
sion. 

4. The questions as to whether public convenience and necessity requires 
that a natural gas pipeline company transport in interstate commerce gas 
belonging to another company, and, if so, how much and at what rates, and 
as to what facilities or service should be abandoned to accommodate the other 
company, are questions within the primary jurisdiction of the Federal Power 
Commission, and resort may not be had to the courts for damages for failure 
of one company to transport gas for the other until the remedies before the 
commission have been exhausted, p. 22. 


Service, § 27 — Court action — Exhaustion of remedies. 


5. A gas company has not exhausted its remedies before the commission so 
as to permit it to bring a court proceeding because a pipeline company has 


19 3 PUR 3d 





UNITED STATES COURT OF APPEALS 


refused to transport natural gas pursuant to an agreement when no showing 
is made that the company has made a written complaint to the commission, 
since personal and oral requests, even if denied, are not sufficient, p. 23. 


Procedure, § 29 — Action held in abeyance — Effect of dismissal on jurisdictional 


grounds. 


6. Where a transportation contract action brought by a gas company against 
a pipeline company is dismissed for failure to exhaust administrative reme- 
dies, the appellate court will not require the trial court to reinstate the action 
and hold it in abeyance until such time as the administrative remedies have 
been exhausted, since a similar suit is easily initiated later if appropriate, 


p. 24. 


Service, § 5 — Federal commission jurisdiction — Gas. 
Statement that a natural gas company cannot avoid the primary jurisdiction 
of the Federal Power Commission over interstate transportation of gas by 
the simple expedient of refusing to file a schedule of rates for a proposed 


service, p. 23. 


Service, § 118 — Contractual obligation — Conflict with certificate. 
Discussion of the transportation obligation of a pipeline under a contract 
with a gas company for the transportation of that company’s gas, where such 
contract conflicts with the terms of another contract and certificate obtained 


at the time of the construction of the pipeline, p. 23. 


APPEARANCES: Guthrie, Darling & 
Shattuck, Milo V. Olson, Los Angeles, 


Cal., for appellant; T. J. Reynolds, 
L. T. Rice, Los Angeles, Cal., for 


appellee Southern California Gas 
Company; Milford Springer, Los 
Angeles, Cal., for appellee Southern 
Counties Gas Company; Pillsbury, 
Madison & Sutro, Turner H. Mc- 
Baine, Thomas E. Haven, Byron E. 
Kabot, San Francisco, Cal., for appel- 
lees Southern California Gas Co. and 
Southern Counties Gas Co. 


Before Stephens, Orr, and Pope, 
ca). 


Orr, CJ.: Appellant sued for dam- 
ages in the district court alleging a 
refusal by appellees to transport 
through its pipeline system natural 
gas belonging to appellant in violation 
of the Mineral Lands Leasing Act, 30 
USCA § 185, the Natural Gas Act, 15 
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USCA § 717, and the Sherman Anti- 
Trust Act, 15 USCA §§ 1 and 2. 
Appellees, pursuant to Rule 12(b) 
of the Federal Rules of Civil Proce- 
dure, 28 USCA, moved for dismissal 
of the action on the ground that, (1) 
the complaint failed to state a claim 
upon which relief could be granted, 
(2) because the court lacked juris- 
diction over the subject matter of the 
action, and (3) that there was a failure 
to join indispensable parties. The trial 
court granted the motion to dismiss 
on the ground that primary jurisdic- 
tion was in the Federal Power Com- 
mission and that appellant had failed 
to exhaust its administrative remedies 
(DC Cal 1952) 93 PUR NS 390, 102 
F Supp 685. Appellant filed an 
amended complaint which was also dis- 
missed on the same ground (DC Cal 
1952) 94 PUR NS 321, 103 F Supp 
317. The pertinent allegations of the 
amended complaint are as follows: 
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[1, 2] Appellees own and operate 
a natural gas pipeline system con- 
structed upon rights of way across 
government land under permits 
granted by the Secretary of Interior 
pursuant to provisions of the Leasing 
Act, 30 USCA § 185; that said act re- 
quired appellees to operate its pipeline 
as a common carrier and appellees 
agreed in writing with the Secretary 
of Interior that its pipeline would be so 
operated ; that appellees as a common 
carrier of natural gas were required to 
file rates with the Federal Power Com- 
mission and to transport gas for all 
shippers of natural gas at reasonable 
and nondiscriminatory rates; that 


from October 18, 1949, until October 
25, 1950, appellant had natural gas 
which it desired to ship and sell in 
interstate commerce; that despite oral 
and written demands upon appellees to 
file such rates, appellees refused to do 
so, and, with the exception of El Paso 


Natural Gas Company, have at no time 
complied with the law. Further, it is 
alleged, that appellees justify their re- 
fusal to carry appellant’s gas because 
of the provisions of a contract whereby 
Southern Counties Gas Company and 
Southern California Gas Company 
obligated themselves to purchase from 
El] Paso Natural Gas Company 91 per 
cent of the pipeline capacity ; that said 
contract was entered into for the pur- 
pose of monopolizing and restraining 
trade in violation of the Sherman 
Anti-Trust Act; that as a result of 
the alleged unlawful agreement and 
the refusal to transport appellant’s 
gas, appellant was prevented from 
selling gas in interstate commerce and 
damaged in a substantial sum; and it 
is alleged, that it would be a futile and 
useless act for appellant to attempt to 


invoke the aid of the Federal Power 
Commission because the failure to file 
a rate deprived the commission of ju- 
risdiction ; that appellant made numer- 
ous “personal oral requests” of the 
commission to require appellees to file 
rates as a common carrier, but was 
informed by officers of the commission 
that it had no authority to require 
appellees to do so. It is also alleged 
that in another matter relating to the 
issuance of a certificate of convenience 
and necessity to El Paso Natural Gas 
Company and other pipeline compa- 
nies, appellant filed a petition in inter- 
vention requesting that as a condition 
to the issuance of the certificate the 
pipeline companies be required to file 
with the commission a common car- 
rier tariff ; that the commission refused 
to impose such a condition; and, in 
addition, it is alleged that appellees 
are estopped from claiming that appel- 
lant failed to exhaust its administra- 
tive remedies by their failure to do 
that which the law and their agree- 
ment with the Secretary of the In- 

terior already required them to do. 
Assuming, without deciding, that 
appellees were required to operate their 
pipeline system as a common carrier, 
we are of the opinion that the trial 
court correctly held that appellant was 
required to first seek relief from the 
Federal Power Commission before 
bringing an action in the district court. 
The principle of primary administra- 
tive jurisdiction is well established by 
a long line of cases following Texas & 
P. R. Co. v. Abilene Cotton Oil Co. 
(1907) 204 US 426, 51 L ed 553, 27 
S Ct 350. That doctrine has been ap- 
plied consistently in cases arising 
under the Natural Gas Act and where, 
as here, the acts complained of are 
3 PUR 3d 
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alleged to violate the antitrust laws. 
Michigan Consol. Gas Co. v. Pan- 
handle Eastern Pipe Line Co. (CA 
6th 1949) 80 PUR NS 448, 173 F2d 
784; Keogh v. Chicago & N. W. R. 
Co. (1922) 260 US 156, 67 L ed 183, 
43 S Ct 47; Terminal Warehouse Co. 
v. Pennsylvania R. Co. (1936) 297 
US 500, 80 L ed 827, 56 S Ct 546. 
Appellant concedes that it would be 
necessary to first resort to the com- 
mission before bringing an action in 
the district court if a rate had been 
filed, but argues that in the instant case 
there was no administrative question 
for the commission to determine be- 
cause appellees refused to file a rate 
for the transportation of gas through 
their pipelines. To this contention we 
have two answers. 

First, we think that appellees did 
in fact have the required schedule of 
rates on file with the commission. A 
motion to dismiss pursuant to Rule 
12(b) of the Federal Rules of Civil 
Procedure, 28 USCA admits all well- 
pleaded facts, but does not admit facts 
which the court will judicially notice 
as not being true nor facts which are 
revealed to be unfounded by docu- 
ments included in the pleadings or 
introduced in support of the motion. 
Nev-Cal Electrical Securities Co. v. 
Imperial Irrig. Dist. (CCA9th 1936) 
85 F2d 886, certiorari denied (1937) 
300 US 662, 81 L ed 871, 57 S Ct 
493; Cohen v. United States (CCA 
8th 1942) 129 F2d 733; Boice v. 
Boice (DC NJ 1943) 48 F Supp 183, 
affirmed (CCA3d 1943) 135 F2d 919. 
The amended complaint refers to the 
contract which appellees made for the 
carrying of gas through their pipe- 
line. Certified copies of the contracts 
on file with the commission were 
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introduced in support of the motion 
to dismiss. These contracts, having 
the approval of the commission, dis- 
close the rates and terms upon which 
transportation of gas through appel- 
lee’s pipeline is made. We think the 
approval of the terms of the contract 
by the commission placed appellees in 
compliance with the requirements of 
§ 4 of the Natural Gas Act, 15 USCA 
§717c(c). This is especially so in 
view of the fact that 91 per cent of 
the capacity of the pipeline was to be 
utilized under the contract provisions. 
The statute does not exact that the 
“schedules showing all rates” shall be 
in any particular form but expressly 
states that it shall be in such form as 
the commission may designate. In 
considering whether a natural gas 
company with but two large con- 
tracts had a schedule of rates on file, 
the court of appeals for the eighth cir- 
cuit held that the company’s contracts 
with its customers on file with the 
commission were schedules within the 
meaning of the Natural Gas Act. Mis- 
sissippi River Fuel Corp. v. Federal 
Power Commission (CCA8th 1941) 
40 PUR NS 213, 121 F2d 159. 

[8, 4] Finding as we do that a 
rate was on file with the commission, 
if appellant thought it unfair, unrea- 
sonable, discriminatory, or otherwise 
unlawful, it should have first com- 
plained to the commission. United 
States Nav. Co. v. Cunard Steamship 
Co. (1932) 284 US 474, 76 L ed 
408, 52 S Ct 247; Far East Confer- 
ence v. United States (1952) 342 US 
570, 96 L ed 576, 72 S Ct 492. 
Whether or not appellant can recover 
damages depends upon the solution 
of important issues of fact whose 
determination is by statute commit- 
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ted to an administrative body. As 
noted in the trial court’s well-con- 
sidered opinion (DC Cal 1952) 
93 PUR NS 390, 102 F Supp 685, 
it is for the commission and not for 
the court to determine whether public 
convenience and necessity required ap- 
pellees to transport any of appellant’s 
gas; if so, how much and at what 
rates; and what facilities or services 
should be abandoned to accommodate 
appellant. Courts will not grant relief 
until the administrative body has had 
an opportunity to pass upon the prac- 
tice complained of. Texas & P. R. 
Co. v. Abilene Cotton Oil Co. (1907) 
204 US 426, 51 L ed 553, 27 S Ct 
350; Midland Valley R. Co. v. Bark- 
ley (1928) 276 US 482, 72 L ed 664, 
48 S Ct 342. 

Second, the filing of a schedule 
of rates was not necessary to invest 
the commission with jurisdiction over 


the subject matter of the controversy. 
A natural gas company cannot avoid 
the primary jurisdiction of the com- 
mission by the simple expedient of 
refusing to file the schedule of rates 
required by §4 of the Natural Gas 


Act, 15 USCA §$717c(c). If there 
be a failure to file a rate, the com- 
mission, as in the case of other viola- 
tions of the act, is fully empowered 
by §§717m(a), 717d(a) and 717s, 
15 USCA, to afford relief-upon its 
own motion or upon complaint. The 
same arguments advanced here by ap- 
pellant were made and rejected by the 
Supreme Court in United States Nav. 
Co. v. Cunard Steamship Co., supra, 
284 US at p. 486. It was there held 
that a failure to file contracts between 
shippers in accord with § 15 of the 
Shipping Act, 46 USCA § 814, did 
not deprive the shipping board of 


primary jurisdiction. The logic of 
that opinion was reaffirmed in Far 
East Conference v. United States, 
supra, and is decisive here. 

[5] The statement in the amended 
complaint that appellant made per- 
sonal and oral requests of the com- 
mission to require appellees to file a 
tariff does not allege proper procedure. 
The rules of the commission require 
that complaints be in writing. Other 
allegations that appellant attempted to 
intervene in a collateral proceeding 
involving other parties are wholly 
irrelevant in the instant case. 

Appellant’s alleged cause of action 
based on the refusal of appellee to 
transport its gas is, in effect, a col- 
lateral attack upon an order of the 
commission. Appellant’s real griev- 
ance concerns the contract made by 
appellees for carrying gas through 
their pipeline. We may take judicial 
notice of records and reports of ad- 
ministrative bodies. Greeson v. Im- 
perial Irrig. Dist. (CCA9th 1932) 59 
F2d 529; Fletcher v. Jones (1939) 
70 App DC 179, 105 F2d 58, certi- 
orari denied (1939) 308 US 555, 84 
L ed 467, 60 S Ct 116. In doing so 
we observe that the construction of the 
pipeline here involved was based upon 
a 30-year contract whereby appellees 
obligated themselves to carry not only 
a minimum load factor of 91 per cent 
of the pipeline’s capacity, but for its 
entire use if necessary. Re El Paso 
Nat. Gas Co. (1946) 5 FPC 115, 64 
PUR NS 152. The commission, after 
a public hearing, issued a certificate 
of public convenience and necessity 
authorizing the construction and op- 
eration of the pipeline upon the terms 
of which appellant complains. Appel- 
lees are bound to conform to the pro- 
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visions of that contract unless relieved 
by the commission. 15 USCA § 717c 
(d). They could not carry appellant’s 
gas without violating their contract 
and the certificate of public conven- 
ience and necessity. The combination 
and conspiracy in restraint of trade, 
alleged in the amended complaint, is 
no more than criticism of appellees for 
conforming with the contract on file 
and approved by the commission. 
Appellant cannot, by means of this suit 
for damages, indirectly annul the ac- 
tion taken by the commission. Edward 
Chappell Co. v. Chesapeake & O. R. 
Co. (DC NY 1952) 110 F Supp 46, 
affirmed (CA2d 1953) 202 F2d 149; 
Watab Paper Co. v. Northern P. R. 
Co. (CCA8th 1946) 154 F2d 436. 
[6] We are asked, in the event we 
hold that the suit should await ex- 
haustion of administrative remedies, 


to order the trial court to reinstate the 
action and to hold it in abeyance until 
such time as appellant has done so. In 
answer we think a statement contained 
in Far East Conference v. United 
States (1952) 342 US 570, 577, 96 
L ed 576, 72 S Ct 492, 495, is appro- 
priate: 

“We believe that no purpose will 
here be served to hold the present 
action in abeyance in the district court 
while the proceeding before the board 
and subsequent judicial review or en- 
forcement of its order are being pur- 
sued. A similar suit is easily initiated 
later, if appropriate. Business-like 
procedure counsels that the govern- 
ment’s [appellant’s] complaint should 
now be dismissed, as was the com- 
plaint in United States Nav. Co. v. 
Cunard Steamship Co. supra.” 

Judgment affirmed. 





1 Pipelines have a limited capacity and the 
Natural Gas Act forbids a natural gas com- 
pany from abandoning any part of its facilities 


or services without permission from the com- 
mission. 15 USCA §717£(b). 





MISSOURI PUBLIC SERVICE COMMISSION 


Re Central West Utility Company 


Case Nos. 12,354; 12,419 
Re Gas Service Company, Case No. 12,415 
February 4, 1954 


PPLICATIONS by rival gas companies for certificate to 
A serve the same area; each application approved in part. 
Order issued February 17, 1954, making order effective 

March 20, 1954. 


Certificates, § 77 — Ability to serve — Gas service. 
1. A gas company was denied a certificate to serve an unoccupied section 
of land where it was unable to show that it had a dependable supply of 
natural gas available for the new territory, p. 26. 
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Certificates, § 91 — Rival applications — Gas supply. 
2. One of two rival applicants for a certificate to render gas service in 
unoccupied territory was granted the authority where it appeared that the 
company certified had an adequate and dependable supply of gas to serve 
the area in an economically feasible manner, while the other company was 
unable to show that it had a dependable supply of gas, p. 26. 


Monopoly and competition, § 41 — Gas service inadequacies — Basis for competi- 
tion. 
3. Identical authority will be granted to one utility to serve in the certificated 
territory of another if the application alleges and the proof shows that the 
utility presently rendering service has been unduly and persistently remiss 
or derelict in discharging the trust which it holds to provide adequate utility 
service, p. 30. 


Constitutional law, § 17 — Due process — Gas competition. 
4. In order to satisfy the requirements of due process of law, when one 
utility seeks to perform utility service in the area of another, it is necessary 
that the utility desiring to render service establish that the other company 
has been unduly and persistently remiss and derelict in discharging its trust, 
p. 30. 


Monopoly and competition, § 44 — Scope of service — Basis for territorial invasion. 


5. The allegation by one gas company that another company, in whose 
territory it desires to render service, is serving only a small part of its 
certificated area, does not indicate a wilful dereliction of duty warranting the 
authorization of the proposed territorial invasion, p. 30. 


¥ 


APPEARANCES: Jerry T. Duggan 
and Kyle D. Williams, for The Gas 
Service Company; Stinson, Mag, 
Thomson, McEvers & Fizzell, Dick 
H. Woods, and Lester G. Seacat, for 
The Central West Utility Company; 
William H. Norton, for the city of 
Gladstone; Thomas A. Johnson, for 
the public service commission. 


Preliminary 


By the Commission: In this re- 
port and order The Gas Service Com- 
pany will be called “Gas Service” and 
The Central West Utility Company 
will be called “Central West.” Ex- 
pansion plans of these rival natural 
gas retail distributors in the same gen- 
eral area have resulted in the filing of 
the above-entitled cases in the order 
listed, in each of which, as originally 


filed, our authority was asked to serve 
in new or uncerttficated territory. 
Gas Service, a short time prior to 
the hearing, filed a supplementary 
application as an amendment adding 
into Case No. 12,415 slightly more 
than four sections of land which had 
been certificated to Central West many 
years ago. Central West opposes this 
attempt of Gas Service in Case No. 
12,415 to invade its certificated area 
and it also opposes fully the objectives 
of Case No. 12,415 respecting the 
uncertificated areas as well. Gas 
Service opposes Central West’s Case 
No. 12,419 which asks for practically 
the same uncertificated territory as Gas 
Service asked originally in Case No. 
12,415. The city of Gladstone inter- 
vened in support of Gas Service in 
Case No. 12,415, which, after the 
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amendment, includes both vuncer- 
tificated and certificated areas. 

At the request of Central West, and 
over the objection of Gas Service, the 
above cases were consolidated for the 
hearing, which, upon due notice to all 
interested parties, was conducted be- 
fore the commission, en banc, in its 
hearing room in Jefferson City, Mis- 
souri, on September 28, 1953, at which 
appearances were made as above in- 
dicated. 


Finding of Facts 


Upon the evidence adduced we find 
the facts to be: 

[1, 2] 1. Gas Service and Central 
West are corporations, incorporated, 
respectively, in the states of Delaware 
and of Kansas and are authorized to 
transact business in Missouri as public 
utilities. Both hold our certificates of 
convenience and necessity to provide, 
and both are providing, natural gas 
service in their respective well-defined 
areas which are contiguous to the ter- 
ritory here involved. Gas Service now 
serves some 124 communities (includ- 
ing Kansas City, Missouri) and has a 
full-requirements contract with Cities 
Service Gas Company for its gas sup- 
ply which is contracted to continue 
until 1972. Central West is now ren- 
dering natural gas service in the en- 
virons of Liberty, Smithville, Glen- 
aire, Claycomo, and elsewhere, in its 
territorial grant in Case No. 9771, 
hereinafter described. Central West 
obtains its natural gas supply from 
the Panhandle Eastern Pipe Line. 
This is, and has been, a dependable 
supply for its service in the territory 
certificated to it in that case. 

2. Central West’s ability to obtain 
a gas supply for expansion into new 
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territory has not been so favorable. 
In Case No. 11,286, on June 25, 1948, 
we granted Central West a certificate 
to serve a portion of the area described 
in the pending Case No. 12,415, as 
originally filed. This expired two 
years later due to the grantee’s failure 
to exercise the authority granted. 
Central West on April 24, 1950, in 
Case No. 11,898, asked a renewal of 
such certificate. This was denied by 
us on April 9, 1952, 96 PUR NS 439, 
mainly for the reason that it did not 
have a supply of gas sufficient to serve 
any additional territory. This terri- 
tory involved in such Cases No. 11,286 
and No. 11,898 is included in Central 
West’s pending Case No. 12,419. 

The evidence in this hearing does 
not satisfy us, nor are we able to find, 
that Central West at this time has a 
dependable supply of natural gas with 
which to expand into and to serve in 
the territory asked in its Case No. 
12,419. This territory just mentioned 
lies beyond, is not to be confused with, 
Central West’s certificated area of 
slightly more than four sections of 
land which, by the said amendment, 
Gas Service brought into its Case No. 
12,415. 

3. On August 17, 1939, in Case No. 
9771, this commission granted to 
Central West a blanket certificate of 
convenience and necessity to construct, 
maintain, and operate gas distribution 
lines for furnishing gas service to pro- 
spective customers within an area 
approximately 14 miles long and 5 
miles wide. Predominantly this was 
unincorporated rural territory in Clay 
county. In 1939 it had a gas trans- 
mission line extending southwesterly 
from Liberty, Missouri, for about 10 
miles. The territory granted lay on 
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each side of such line and the blanket 
certificate enabled Central West to ex- 
tend service to a few houses at a time 
in unincorporated subdivisions and 
settlements and to incorporated cities 
in the territory granted, without the 
necessity of coming to this commis- 
sion for authority to make each exten- 
sion. 

Included in the area granted were 
the four sections and more of land 
which Gas Service now has added by 
amendment to its Case No. 12,415. 
This area is slightly in excess of four 
unbroken sections of land because it 
includes a narrow appendage of land 
extending therefrom for 14 miles from 
its southwest corner. Hereinafter we 
shall refer to it all as a unit in the 
use of the term “the four sections,” 
unless otherwise indicated. In this 


4-section area are the Englewood and 
Evanston unincorporated subdivisions 


in which some 375 homes are now 
being served natural gas by Central 
West. There was no evidence of any 
unsatisfied need therein. There also 
are four villages, Oakview, Oakwood 
Park, Oakwood, and Oaks, in this 4- 
section area. They were incorporated 
after Central West obtained this ter- 
ritory in Case No. 9771 and before the 
incorporation of Gladstone. 

4, An area now included in the in- 
corporated city of Kansas City North 
was a part of the large area which was 
certificated to Central West in said 
Case No. 9771. Central West had 
entered the area and was serving 
therein prior to the incorporation of 
Kansas City North. Negotiations be- 
tween these utilities resulted in Central 
West ceding the area to Gas Service 
by appropriate authorization orders 
from this commission. This area so 


ceded lies immediately south of, and 
adjoins, this 4-section certificated 
area. After this was done Central 
West was obliged to expend $33,000 
to bring in a 6-inch gas supply line 
from the east to continue to serve the 
subdivisions of Evanston and Engle- 
wood. These subdivisions are unin- 
corporated areas along the south side, 
and are a part, of the 4-section terri- 
tory and are not within the territory 
so ceded. 

5. The incorporated area of the city 
of Kansas City North adjoins the three 
of the four unbroken sections on the 
south and the extended appendage to 
such four sections on the east. U. S. 
Highway No. 169 extends in a straight 
line in a north and south direction 
from the city of Kansas City North 
and through both this area certificated 
to Central West and beyond through 
the uncertificated area asked in Case 
No. 12,415 as it was originally filed, 
a distance of some 5 miles. Suburban 
homes in great numbers have been con- 
structed along this greatly improved 
highway and are occupied by families 
interested in obtaining gas service. 
At some points along this highway 
these improvements have not been ex- 
tended laterally at any relatively great 
distances from the highway while at 
other points the reverse is true. There 
are more lateral expansions and more 
concentrations of homes in the Linden 
and Gashland communities, both in 
the uncertificated area. This also is 
true in the four incorporated villages 
and in the unincorporated subdivisions 
of Englewood and Evanston in the 
certificated 4-section area previously 
mentioned. Elsewhere in the 4-section 
area farm or suburban homes predom- 
inate which are separated in distance 
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by the size of the tract of land with 
which they are connected or associated. 

6. After these three cases at bar 
were filed, or about November, 1952, 
the city of Gladstone was incorporated 
as a city of the fourth class. All or 
parts of twelve sections of land are 
within its established limits and con- 
stituting an area of about 8 square 
miles, drawn about equally from the 
uncertificated areas included in Cases 
No. 12,415 and No. 12,419 and the 
4-section area previously certificated 
to Central West. Within its bound- 
aries its population is about 2,000 
people, many of whom live in farm or 
suburban homes. The Linden area is 
now included in Gladstone while the 
Gashland area is not. There are in 
being or in immediate prospect in this 
Gashland area about 400 homes and 
about 440 in that part of Gladstone not 
included in the four sections thereof 
already certificated to Central West. 

Gladstone, on August 4, 1953, 
granted Gas Service a 20-year operat- 
ing franchise which was approved at a 
special election by a vote of 444 in its 
favor and 6 against. Gladstone’s of- 
ficers prefer that only one gas com- 
pany (and that Gas Service) should 
render service within the city. 

7. When Gladstone was incorpo- 
rated its established boundaries en- 
compassed the incorporated villages of 
Oakview, Oakwood Park, Oakwood, 
and Oaks which then had, and now 
have, their own municipal officers and 
are functioning as incorporated vil- 
lages. None of these villages have 
granted franchise to either of these two 
companies but some of their officers 
appear to be favorable to granting a 
franchise to Gas Service if it obtains 
their area in these proceedings. These 
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villages lie along and mainly on the 
east side of U. S. Highway No. 169 
and, as previously stated, are within 
the area certificated to Central West in 
Case No. 9771 in the year 1939. Cen- 
tral West is not serving gas in these 
villages for the reason, as its officers 
put it, that there has not been a 
sufficient demand to warrant the ex- 
penditures of doing so. Such officers 
express a willingness to provide such 
service when the demand therefor jus- 
tifies it as being economically feasible. 
Central West can reach and serve these 
villages by an extension of its present 
gas line which now serves the Evan- 
ston and Englewood subdivisions for 
a distance of a mile or less. 


8. Gas Service could serve the four 
villages, if its supply line is laid from 
Kansas City North along U. S. High- 
way No. 169 as its officers testified 
its plan to be. Gas Service in its 


_ original application to serve uncer- 


tificated areas, alleged its purpose to 
be to extend this supply line from 
its facilities in Platte county “and else- 
where,” and the supplemental applica- 
tion was silent on the subject. Thus 
Gas Service would be able to extend a 
gas supply line from Platte county to 
reach any of the uncertificated area 
which may be granted to it or from 
Kansas City North if all or any part 
of the certificated or 4-section area is 
granted to it. Gas Service estimated 
that it could extend service to the con- 
centrated areas in all the territory here 
involved for $264,000 and in its opin- 
ion it would be profitable to do so. 

9. There is an urgent public need 
for natural gas service to consumers 
in the portion of presently uncer- 
tificated territory as set forth in the 
original application in Case No. 12,- 
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415, described as Sections 1, 2, 3, 10, 
11, 12, 13, 14, 15, 22, 23, and 24 in 
Clay county, Missouri, and Sections 4, 
9, 16, and north half Section 21 in 
Platte county, Missouri, all in Town- 
ship 51, Range 33, and containing 154 
sections. This last suggested portion 
of the territory would lie 14 miles on 
the east side and 24 miles on the west 
side of U. S. Highway No. 169 as it 
extends for 4 miles in a north and 
south direction through this 154-sec- 
tion block. This suggested 154-sec- 
tion area is growing and developing 
quite rapidly. It adjoins the east side 
of Gas Service’s certificated area in 
Platte county. It is in the public in- 
terest that the present and future occu- 
pants of this 154-section block shall be 
provided with an adequate and de- 
pendable supply of natural gas and 
Gas Service is able to do this. It 
would be economically feasible as an 
investment. 

10. Respecting the area already pre- 
viously certificated to Central West 
and as asked in the amendment to 
Case No. 12,415, it is sufficient to 
say that the need of a certificate of 
convenience and necessity therein was 
established before us in Case No. 9771 
in 1939 when the area was certificated 
to Central West and it has never been 
revoked. The boundaries of Glad- 
stone encompass this 4-section terri- 
tory now certificated to Central West, 
including the incorporated villages of 
Oakview, Oakwood Park, Oakwood, 
and Oaks. Irrespective of whether or 
not such villages are legally incorpo- 
rated into Gladstone, Gas Service in 
its amendment bringing this 4-section 
area into its Case No. 12,415, asked 
a certificate of convenience and neces- 
sity which, if granted, would include 


the four villages because they are with- 
in the described boundaries of the ter- 
ritory asked in its supplementary 
application as an amendment to Case 
No. 12,415. 


Opinions and Conclusions 


In orders to follow we shall dis- 
miss Central West’s Case No. 12,354 
as requested by it at the hearing, and 
its Case No. 12,419 for the reason that 
we have not been satisfied, nor were 
we able to find, that Central West has 
a dependable supply of natural gas 
with which to serve in its territory 
asked therein as an expansion of its 
present operations. 

We shall grant Gas Service a cer- 
tificate of convenience and necessity 
in its Case No. 12,415 covering the 
154 sections set forth in our findings 
of fact No. 9 and in our orders to 
follow. 

This leaves for our consideration 
whether or not we shall grant Gas 
Service a certificate of convenience and 
necessity covering all, or any part, of 
the presently certificated territory of 
Central West which is described in the 
amendment made to Gas Service’s Case 
No. 12,415 and previously referred to 
herein as the four sections. It con- 
stitutes practically the south half of 
the city of Gladstone. 

Central West holds our certificate 
of convenience and necessity to serve 
the territory. Gas Service asks us to 
grant it a like certificate covering the 
same territory, on these theories as 
summarized in its brief: 

1. Central West has failed and re- 
fused to serve all but a small portion 
of its certificated area here involved, 
and 

2. The authority sought by Gas 
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Service in its supplemental application, 
if granted, would involve only a re- 
mote possibility of competition in the 
area served by Central West. 

The pleadings of Gas Service make 
no such charges. Only the supple- 
mental (or amended) application men- 
tions Central West, and in doing so 
said: 

“Petitioner is informed that Central 
West Utility Company is the holder of 
a certificate of convenience and neces- 
sity issued by this commission author- 
izing said company to provide natural 
gas service to the area described in 
Paragraph IV supra; but that a rela- 
tively small portion of said area is 
receiving service from said company.” 
(Paragraph IV is territory in con- 
troversy. ) 

[8, 4] That allegation does not 
attempt to meet the requirements of 
this commission, often expressed in 
our cases, to the effect that we will 
not hesitate to grant identical author- 
ity to a utility to serve in the same 
certificated territory of another utility 
if the application alleges, and the proof 
shows, that the utility in the area has 
been unduly and persistently remiss or 
derelict in discharging the trust which 
it holds to afford the utility service. 


The principle just stated and con- 
taining our suggested procedure was 
quoted without criticism by the Kan- 
sas City court of appeals in the case 
of Peoples Teleph. Exchange v. Public 
Service Commission (1945) 239 Mo 
App 166, 58 PUR NS 226, 186 SW 
2d 531, 535, wherein our report and 
order in Case No. 10,296, in Re Peo- 
ples Teleph. Exchange (1943) 26 Mo 
PSC 413, 51 PUR NS 6, was affirmed. 
We hardly see how anything short of 
such course should be taken, procedur- 
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ally, when one utility seeks a certificate 
to perform the same utility service in 
the area of another utility whose cer- 
tificate is outstanding, otherwise due 
process of law would hardly be met. 
Once this course is taken, we can 
then determine whether or not we shall 
grant the later application and permit 
the resulting competition if it will 
serve the public interest. State ex 
rel. Electric Co. v. Atkinson (1918) 
275 Mo 325, PURI1919A 343, 204 
SW 897 ; State ex rel. Consumers Pub. 
Service Co. v. Public Service Com- 
mission (1944) 352 Mo 905, 54 PUR 
NS 71, 180 SW2d 40, 44; State ex 
rel. Sikeston v. Public Service Com- 
mission (1935) 336 Mo 985, 8 PUR 
NS 452, 82 SW2d 105. Or we then 
would be able to determine whether, 
in the paramount public interest, we 
should revoke the earlier certificate for 
wilful and persistent dereliction of duty 


and grant the later applicant a monop- 
oly under regulation. 

[5] It is undisputed that Central 
West is serving all consumers in 
Evanston and Englewood who desire 
gas service and that the service is 


adequate. That this is the only por- 
tion of its 4-section certificated area 
here involved which it is actually serv- 
ing, in and of itself, does not indicate 
a wilful dereliction of duty warranting 
the proposed invasion of its certificated 
territory. The management of Cen- 
tral West takes the position that it 
is willing to extend its service further 
into certificated area as demands there- 
for may arise to such a degree as to 
make it economically feasible to do. 
This pretty well expressed the com- 
mon conception of the duty of utilities 
respecting “blanket authority.” Too 
much reliance upon that concept may 
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invite abuses to the detriment of the 
public interest, still, nonetheless, it is 
within our regulatory power by order, 
after a hearing on due notice to the 
utility, to require it to furnish adequate 
service to meet unsatisfied needs in its 
certificated territory when it is eco- 
nomically feasible to do so. Disobedi- 
ence of such an order by the utility 
could result in losing or sharing its 
territory, for if the utility is unwilling 
to obey such an order neither this 
commission nor the courts should 
protect it in its attempt to reserve 
a certain area unto itself. State 
ex rel. Kansas City Power & Light 
Co. v. Public Service Commission 
(1934) 335 Mo 1248, 8 PUR NS 
192, 76 SW2d 343, 353. On the 


other hand a utility desiring our au- 
thorization to serve in the certificated 
area of another, and against its will, 
must make a like showing of wilful 
dereliction on the part of the certifi- 


cated utility and under such a proce- 
dure as was suggested in Peoples 
Telephone Exchange, supra. 

The only charge in the pleadings 
herein which Central West was called 
upon to meet in order to avoid the 
consequences of losing its certificated 
territory here involved or sharing it 
with another, was that only a rela- 
tively small portion of the certificated 
territory of Central West is receiving 
service. This falls short of any charge 
of wilful dereliction of duty by this 
utility. As much might be charged 
against any other utility holding blank- 
et territorial authority, in a city or 
elsewhere, and where the area is not 
saturated with service. 

Entertaining these views, it is, 
therefore, 

Ordered: 1. That Case No. 12,354, 


filed by The Central West Utility 
Company on May 1, 1952, be and the 
same is hereby dismissed. 

Ordered: 2. That Case No. 12,419, 
filed by The Central West Utility Com- 
pany on August 29, 1952, be and the 
same is hereby dismissed. 

Ordered: 3. That subject to the re- 
quirements provided in Ordered 4 
hereof The Gas Service Company be 
and it is hereby granted a certificate of 
convenience and necessity for the con- 
struction, maintenance, and operation 
of a gas distribution system and to 
operate said system for the purpose of 
furnishing gas service to the public, 
located in Sections 1, 2, 3, 10, 11, 12, 
13, 14, 15, 22, 23, and 24 in Clay 
county, Missouri, and Sections 4, 9, 
16, and the north half of Section 21 in 
Platte county, Missouri, all in Town- 
ship 51, Range 33, and containing 154 
sections out of the land included and 
described in its original application 
in Case No. 12,415, and The Gas 
Service Company be and it is hereby 
denied authority to serve in all other 
areas set forth in said original ap- 
plication than the 154-section area 
above stated, and is also denied the au- 
thority to serve in all areas set forth 
in its supplemental (or amended) ap- 
plication filed in Case No. 12,415 on 
August 13, 1953. 

Ordered: 4, That as to those por- 
tions of the above-described territory 
granted in Ordered 3 hereof wherein 
The Gas Service Company does not 
have the local franchises and permits, 
the certificate of convenience and 
necessity in that respect will be a pre- 
liminary one subject to becoming 
final and effective within those areas 
upon the filing of proof with the com- 
mission that it has obtained said 

3 PUR 3d 





MISSOURI PUBLIC SERVICE COMMISSION 


necessary franchises and permits from 
the proper authorities. 

Ordered: 5. That said transmis- 
sion lines and distribution systems 
shall be constructed, maintained, and 
operated in a reasonably safe and ade- 
quate manner so as not to endanger 
the safety of the public or to inter- 
fere unreasonably with the service of 
other public utilities. 

Ordered: 6. That this order shall 


take effect fifteen days after the date 
hereof, and that the secretary of this 
commission shall forthwith serve on 
all parties interested herein a certified 
copy of this report and order, and that 
the applicant shall notify the commis- 
sion in the manner prescribed by 
§ 386.490, RS Mo 1949, whether the 
terms of this order are accepted and 
will be obeyed. 
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DECTA-STAR 


builds a 
COMPLETE LINE of 


POWER COMMECTORS 


Whatever your requirements there is 

a Delta-Star connector designed specif- 

ically to do the job. Never is there any 

necessity of adapting a connector to 

your particular application; there is 

available at Delta-Star the exact con- 

nector you require in clamp or solder 

) type with all the characteristics that 

Tu have won such general acceptance 
Malini —_ ae throughout the industry. 





Delta-Star clamp type con- 

nectors incorporate the three 

essential requirements of positive 

electrical and mechanical connec- 

tion, ease of installation, and 

continuity of service over long 
bm my periods of time. 


DELTA-STAR ELECTRIC DIVISION 


Connector 
> 





H. K. PORTER COMPANY, INC. 
OF PITTSBURGH 
2437 FULTON STREET. CHICAGO 12, ILLINOIS 


DISTRICT OFFICES IN PRINCIPAL CITIES 
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Why fine new power 


plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


©O-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 








a. 

Q-Panel walls grace the new Elrama 

Plant (above) near Pittsburgh. It was de 
by Duquesne Light Company’s Engin 
and Construction Department. The I] 
Corporation was General Contractor, 

















Q-Panel walls (above) go up quickly 
any weather because they are dry a1 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels werg 
to enclose the impressive Hawthorn § 
Electric Station (left) of the Kansas City 
souri, Power and Light Company. Ebas« 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
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Industrial Progress 


+000,000 Program Planned 
Public Service Elec. & Gas 


LIC Service Electric and Gas 


gingpany, Newark, N. J., plans to 


1 approximately $84,000,000 on 
ruction in 1954, according to Lyle 
onald, chairman of the board. A 
185,000 kw turbine generator is 
built at Burlington station and 
are under way for a new electric 
ating station at Linden, N. J., to 
an initial capacity of between 
00 and 450,000 kw. 

the gas department, Mr. Mc- 


ld said, construction expendi- 


in 1954 will include continua- 
of the extension of large mains 
burban areas and the installation 
clic catalytic reforming units at 
al gas manufacturing plants. 


s House Heat Shipments 
Rise in Ist Quarter 


PMENTS of gas-operated house 
g equipment continued to forge 
lof last year during the first 
ler of 1954, according to the Gas 
lance Manufacturers Associa- 


ward R. Martin, GAMA’s direc- 
bt marketing and statistics, re- 
d that total shipments for all 


February’s total, but below the 4,200 
shipped in March of last year. 

Gas-operated conversion burners 
followed a pattern similar to that of 
boilers, with 25,400 shipped during 
the quarter as compared with 28,700 
during the same three months of last 
year, an 11.5 per cent loss. March con- 
version burner shipments amounted 
to 7,900 while 11,300 units were 
shipped during the same 1953 month. 

GAMA’s estimates are based on a 
telegraphic survey among members of 
its house heating division and ex- 
panded to represent the entire gas 
house heating industry. 


"Pipeline Progress’ 


A NEW, colorfully illustrated bro- 
chure, “Pipeline Progress,” describ- 
ing forty-five years of pipeline instal- 
lation work is now available. 

The brochure contains photographs 
showing actual pipeline installations 
for many and varied projects in all 
parts of the country. The text tells 
how the C. N. Flagg Company, from 
a small beginning in 1905 in the resi- 


dential plumbing field, has now prog- 
ressed to the point where they employ 
200 people and are exclusively en- 
gaged in laying pipelines for utilities, 
municipalities, industrial organiza- 
tions, large institutions, state-wide 
natural gas projects and complete 
petroleum installations. 

A free copy of “Pipeline Progress” 
may be obtained from the C. N. Flagg 
Company, Inc., Meriden, Connecti- 
cut. 


AGA Awards to Honor 
Gas Industry Achievements 
APPLICATIONS are being consid- 
ered for five major gas industry 
awards, honoring individuals and 
companies, to be presented by the 
American Gas Association for tech- 
nical achievements, bravery and home 
service. Prizes will be given to win- 
ners at the AGA 36th Annual Con- 
vention in Atlantic City, N. J., Octo- 

ber 11th-13th. 
For the most outstanding contribu- 
tion to advance the gas industry, the 
(Continued on page 24) 





types of gas central heating 


We are pleased to announce that 


te ae ona boilers and con- 
sas Cityje” burners—numbered 135,500 
a Bast during the first three months of MR, PAUL F. CLARKE 


; 5 > , ; ; I 
ear as compared with 132,500 (formerly Vice President of The Chase National Bank) 


ig the same period of 1953. 
s-fired furnace shipments led the 
ing with 100,600 units, a 7.9 per 
crease over the total for the 
uarter of last year—93,200. 
ipments of gas-fired boilers num- 
00 for the first quarter com- 
with 1953’s total of 10,600 for 
ime three months, a drop of 10.4 
Ent. However, March boiler ship- 
S reached 3,600 units, 600 above 
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ie plant. 


is now associated with us in our 


Public Utilities Department 
Catalog. 


LEHMAN BROTHERS 


May 11, 1954. 
EEE 
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AGA Distinguished Service Award 
will go to an individual. Since having 
been established in 1929 this award, 
comprising an engraved certificate and 
substantial sum of money, has become 
the gas industry’s most coveted honor. 
It has been given for progress made 
in such diversified fields as labor-sav- 
ing accountancy; strengthening and 
extending industrial use of gas; deal- 
er co-operation ; development of man- 
ufactured gas production processes ; 
public relations; change-over from 
one kind of gas to another, and re- 
search. Nominations must be received 
by August Ist. 

The third annual AGA Distribution 
Achievement Award, sponsored by the 
American Meter Company, will go to 
the person judged to have made the 
most outstanding contribution to the 
science and art of gas distribution 
anytime during the past five years. 
Entries are due by May 31st. 

The sole author of the best tech- 
nical paper presented at an AGA 
meeting or printed within the year 


beginning and ending October 1st may 
qualify for the Beal Medal. 

Heroism also is honored. The AGA 
Meritorious Service Award recog- 
nizes bravery in saving life or con- 
serving property in a gas plant, works 
or enterprise connected with handling 
or distributing industry products, 
from July 1, 1953, to June 30, 1954. 
Conspicuous judgment, intelligence or 
heroic action must have been mani- 
fested by the winner. Iintries, on a 
special form available from AGA, 
must be postmarked by August Ist. 

On the home front, the AGA Home 
Service Achievement Award encour- 
ages outstanding advancements of 
modern homemaking through promot- 
ing interest and better domestic use of 
gas and modern gas equipment. This 
multiple award, sponsored by “Mc- 
Call’s Magazine,” can be won by di- 
rectors or individual members of AGA 
member gas company home service 
departments during the year ending 
July 31st. 

Honors will cite two home service 


directors, one of Division A he 
a department staffed by more 
five, and the other of Division B} 
ing a department comprising 
than five persons. Three awards 
be made in Division C recog 
individual members or a depart 
head in the home service departn 
of three different companies. 

Requests for application forms 
further information, as well as 
pleted entries, should be addres 
the American Gas Association, 
Lexington Avenue, New York 
N. Y. 


Paul F. Clarke Associate 
With Lehman Brothers 


LEHMAN Brothers, invest 
bankers, announced recently that 
F. Clarke, formerly a vice preg 
of The Chase National Bank, ha 
come associated with the firm j 
public utilities department. 

Mr. Clarke joined The Chase 


(Continued on page 26) 











New Issue 


Glore, Forgan & Co. 


Lehman Brothers 


May 5, 1954. 


The First Boston Corporation 


210,000 Shares 


Price $100 per share 


Harriman Ripley & Co. 


Incorporated 


Blyth & Co., Inc. 
Goldman, Sachs & Co. 


Merrill Lynch, Pierce, Fenner & Beane 


This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


Niagara Mohawk Power Corporation 
Preferred Stock, 4.10% Series 


($100 par value) 


(Plus accrued dividends, if any, from May 13, 1954) 


Copies of the Prospectus are obtainable from only such of the undersigned and such other 
dealers as may lawfully offer these securities in the respective States. 


Eastman, Dillon & 
Kidder, Peabody & ( 
Smith, Barney & Cs 


Stone & Webster Securities Corporation Union Securities Corporation White, Weld &@ 
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PEAKERS at the March, 1954 meeting of the INTERSTATE POWER CLUB were John B. Taylor, v.p. of Atlantic City Electric Company, 
W. Wyman, manager of industrial sales, Cleveland Electric Iluminating Co., John H. MacNeal, Consolidated Edison Co., club 
resident, Walter H. Sammis, president of Ohio Edison Co., and J. M. Stedman, general sales manager of Penna Power and Light Co. 


ALL THE TALKS at a recent meeting of the Walter H. Sammis said, in part: ‘Total in- 
nterstate Power Club in New York showed dustrial man-hours drop off during depressed 
how industrial sales can improve the net business conditions. However, I wish par- 
livisible of power companies. ticularly to call your attention to the fact 
.M. Stedman emphasized the need for crea- that the kilowatt-hours consumed by manu- 














ive selling in the industrial market: ‘Any facturing industries per man-hour increase 
business that fails to engage in creative during such times. This would seem to sub- 
elling is signing its own death warrant.” stantiate the feeling that the completely 


electrified manufacturing plants are the ones 
that continue to operate in times of business 
declines. ... 


ohn B. Taylor told how his company studied 
he effect of certain new loads upon the an- 
ual load curve of his company. Result: 


hey know, rather accurately, the vaiue of “We know that the completely electrified 
Hifferent types of new business. plant is the low-cost plant that keeps operat- 
R. W. Wyman described a well-planned sales ing year in and year out, but it is up to us to 
Program, in which magazines, manufac- see that our customers know it. It is time 
ters’ literature, meetings, and many, many to dust off the production methods analysis 
alls are combined in an unusually effective section of the E.E.I. Power Sales Manual and 
86 way: “Selling more in °54.” apply the principles it contains.” 
y & Co 


r & Co 
1 & Co 


ELECTRIFIED INDUSTRY ~ Todays Bbaivess 


Martin Publications = 20 No. Wacker Dr., Chicago 6 












Tough Digging in Close Quarters 


IN PORTLAND, MAINE, the soil in many 
places can be downright troublesome, 
with large stones and boulders mixed 
in with smaller stones and gravel, 
a combination that makes tough dig- 
ging. Add to this the fact that trench 
lines in many places run right along- 
side rows of trees, poles and other 
obstructions and you’ve got a really 
mean job of trenching. 


Yet this CLEVELAND Model 95 
“Baby Digger” is moving right along 
on the job—as shown by the discharge 
from the conveyor —coming through 
with the same dependable perform- 
ance that has made it an outstanding 
favorite for over 30 years. 


This is the kind of job where CLEVE- 
LAND’S famous multi-speed trans- 
mission really pays off, enabling the 
operator to select the right combina- 
tion of power and speed for the par- 
ticular job condition from more than 
30 available combinations of digging 
wheel and crawler speeds. 


The “Baby Digger’s” compactness and 
maneuverability also played impor- 
tant parts in completing this job right 
on schedule in spite of numerous 
obstructions. The large boulders 
deposited to the left of the trench in 
the photo show that good use was also 
made of CLEVELAND'S reversible 
conveyor on this job. 


Write for descriptive bulletins and specifications, or get the 
full story on CLEVELANDS from your local distributor. 


<P 
Cf NW, 


a SS THE CLEVELAND TRENCHER CO. 


o_ 
SU 
QE 


fea be os ’ 
Pioneer of the Modern Trencher 


INDUSTRIAL PROGRESS 
(Continued) 


tional Bank in 1930 upon his graf 
tion from Dartmouth College, 

tially assigned to the personnel 
partment he was transferred to 
public utilities department of the} 
in 1935. He was elected second 
president in the public utilities dey 
ment in 1950 and subsequently g 
president. . 


Ebasco Appoints Reilly 
Chief Appraisal Enginee 


JOHN J. REILLY has been appy 
ed chief appraisal engineer of Fh 
Services Incorporated, the com 
has announced. Mr. Reilly suco 
W. M. Black who has been appoi 
consulting appraisal engineer, 
In his new position Mr. Reilly 
be responsible for the supervision 
preparation of engineering valuaj 
and depreciation studies, the 
nouncement stated. 


Pipeline Projects Planned | 
Northern Natural Gas 


A 1,500 foot span across the Mis 
river to carry two 30-inch naturd 
pipelines will be started this sum 
the Northern Natural Gas Cony 
has announced. 

The job is part of the $52,00 
construction work Northern plang 
year. Another project will be i 


| of 27 miles of pipe from Pal 


booster station to the river. 


Lone Star Gas to Spend 
$20,000,000 on Expansio 


LONE Star Gas Company, Di 
Texas, expects to spend about 
000,000 this year for additions to 
plants, gathering and_ transmis 
systems, compressor stations atl 
expand gas and oil producing p 
erties, according to D. A. I 
president. 

A total of $27,500,000 was spent 
the same purpose in 1953. 


F. W. Bush, R. O. Bell Na 
To New A-C Positions 


APPOINTMENT of Fred W.3 
as assistant to the vice preside 
charge of transformer and swit 
equipment at Allis-Chalmers Mé 
facturing Company has_ beet 
nounced by J. W. McMullen, 
president in charge of transfo 
and switchgear equipment. 

Announcement was also matt 
the assignment of Raymond 0. 
to the transformer and switchge 
ganization to handle special a 
ments. 

(Continued on page 28) 
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ransmis GET—A Better Deal In Steering! YOU GET—A Better Deal In Seeing! Big YOU GET—A Better Deal In Sitting! The 
ONS atiRp 39° turning angle and short wheel- 951 sq. in. windshield of Dodge cab is 16-inch-high Dodge seat is deep and com- 
Icing pie design make Dodge the sharpest turn- largest of any popular truck. All-around fortable enough to be in your living room! 
A. Hicks on the road. That saves you time! visibility is tops, too, for safer driving. Plus easy-to-reach controls and dispatch box. 


as spetl 


& ye =f New Dodge trucks give A BETTER DEAL FOR THE MAN 
| Na \ - =. ae AT THE WHEEL—and a better deal for the man who pays 
tions xe the bills. Test-drive and learn how a Dodge makes driving 
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‘on maintenance because every Dodge 

chgeafmmine ... V-8 or Six... has such long-life 

al asses as exhaust valve seat inserts, Lu ” “ ” 
Reged teip-ginen: tings end poet TUNE IN: “Break the Bank,” Sunday TV—“The Roy Rogers Show, 


28) pressure lubrication. Thursday radio—“Make Room for Daddy,” Tuesday TV. 


easier and does more work in less time. Give your Dodge 
dealer a call. He’ll be glad to show you. 
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U. S. Rubber Issues Book on Insulated 
Wire and Cables 


A 140-page, illustrated book containing engineering 
references and descriptions of insulated wire and cables 
made for the electric utility industry has been prepared 
by the electrical wire and cable department of United 
States Rubber Co. 

The new book contains chapters on the company’s 
insulation compounds, jacket compounds, service cables, 
street-lighting cables, power cables, control cables, power 
and lighting wires and cables, bare and weatherproof 
wires and cables, portable cords and cables and insulated 
aluminum conductors. Complete descriptions, including 
engineering data, are given on each product. 

A copy of the book can be obtained, without charge, 
by writing to the electrical wire and cable department, 
United States Rubber Co., 1230 Avenue of the Amer- 
icas, New York 20, N. Y. 


$6,400,000 Expenditure Planned by 
Pacific Power & Light 


PACIFIC Power & Light Company, Portland, Oregon, 
will spend approximately $6,400,000 on construction 
during the current year, according to an estimate by 
Paul B. McKee, president of the company. 

This compares with construction expenditures of 
$12,646,936 in 1953 and $23,190,684 in 1952. 

Of the 1953 outlay $6,589,160 went for the comple- 
tion of the Yale dam, $4,774,108 for electric distribu- 





ADDRESSING 
MACHINES 


offer you the only competition you can 
find in the Addressing Machine industry. 
Consult your yellow telephone book or 
write to The Elliott Addressing Machine 
Co., 144E Albany St., Cambridge 39, 
Mass. 





tion facilities and the remainder for other system af 
tions and improvements. 


Transit Industry Sets Safety Record 


AN all-time industry record of more than one bil 
passenger miles operated during 1953 for each passe 
fatality was reported recently by the transit comp 
of the nation. 

The new low eclipsed by a considerable margin 
previous record set in 1952. In that year, one, 
senger fatality occurred for each 750,000,000 passe 
miles operated. 

Marking the 1953 achievement, 21 companies thro 
out the United States and Canada were honored in) 
York recently as winners in the annual Amer 
Transit Safety Award competition. Silver plaques y 
presented to the following companies: 

Kansas City Public Service Co., Kansas City, } 
Group 1, serving over 600,000 population. 

San Diego Transit System: Group 2, serving 250 
to 600,000 population. 

Nashville Transit Co., Nashville, Tenn., and So 
Carolina Electric & Gas Co., Columbia, S. C.: Grou 
serving 100,000 to 250,000 population. 

Dayton-Xenia Railway Co., Dayton, Ohio: Grow 
serving 30,000 to 100,000. 

Roanoke Railway & Electric Co., Roanoke, Va., sq 
ing urban and suburban populations of 30,000 and o 

One company in each of the same population gro 
received a special citation for greatest safety impr 
ment last year. These included Kansas City Public & 
ice Co.; British Columbia Electric Railway Co., Vj 
couver ; Fitchburg & Leominster St. Ry. Co., Fitchb 
Mass.; Wesson Company’s Richmond City Lines, Ri 
mond, Ind., and the Meriden Division of The Conne 
cut Company, which serves a large part of that statq 

Special honors for high achievement during 1953 w 
to the following: 

Capital Transit Co., Washington, D. C., Milwau 
& Suburban Transport Corp., Milwaukee, Wis., 
mingham Transit Company, Birmingham, Ala., 
Worth Transit Company, Fort Worth, Texas, Savan 
Transit Co., Savannah, Ga., Tucson Rapid Tra 
Company, Tucson, Ariz., Springfield City Lines, Spr 
field, Ohio, Wisconsin Public Service Corp., Green 2 
Wis., Bristol Traction Company, Bristol, Conn,, 3 
Passaic Division of Public Service Coordinated Tra 
port, Newark, N. J. 


CP&L to Double Size of Lon C. Hill Station 


LON C. HILL Power Station, Central Power and Li 
Company’s new plant near Corpus Christi, will be d 
bled in size by early 1956. 

J. L. Bates, CPL vice president and general manag 
announced that a second 66,000 kilowatt general 
unit has been ordered and that actual construction 
the plant addition will begin early next year. 

The new station went into service early last mon 
increasing South Texas’ power supply by 66,000 ki 
watts or 88,000 horsepower. Installation of a sel 
unit of the same size will increase the net capability 
the plant to 132,000 kilowatts ,176,000 horsepower), 
enough electricity to supply a city of 400,000 peopl 

When the second generating unit is completed, Lo 
Hill power station will become the largest of the 
power plants in the CP&L system. 
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NOW AVAILABLE! 
LIMITED EDITION? PROCEEDINGS 


1953 CONVENTION 


NEW YORK CITY 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





This important edition contains valuable ma- 
terial on the subject of regulation of rates and 
services of public utilities and transportation 
companies including the following: 


The new report on the Railroad Passenger Deficit Problem—Regulation of Small Inde- 
pendent Telephone Companies—The Motor Carrier Indemnity Insurance Problem—The 
State Commissions and the Federal Power Commission—Should the Long and Short 
Haul Provision of Section 4 be Included in Part Il of the Interstate Commerce Act or 
Has it Outlived its Usefulness—State Commission Reorganization and Administration 
—The Promise and Problems of Nuclear Power—Accounts and Statistics—Depreciation 
—Engineering—Legislation—Resolutions adopted by the Association. 


Price $10.00 





OTHER PUBLICATIONS OF THE ASSOCIATION 


Local Service Telephone Rates in the U. S.: 
An excellent compilation of rates prepared by NARUC subcommittee on "exchange rates” 
for all exchanges of Bell System, the rates in cities of fifty thousand population or more 
for Bell and Independent Exchanges, rates of borrowers from R.E.A. and tabulation of 
above exchanges which had ten cent coin telephone rate in effect June 30, 1953. 200 pages, 


punched for use in loose leaf binder $2.75 


Message Toll Telephone Rates and Disparities: 
This report of the NARUC-FCC Joint Toll Rate Subcommittee is in printed form with 
hard-bound cover and contains 400 pages of text, tables and charts, presenting compre- 
hensive factual data with respect to message toll telephone service rates, costs and 
disparities from both the interstate and intrastate approach 


Telephone Separations Manual with 1952 Addendum 


Depreciation: 

1943-1944 Reports of Committee on Depreciation (reprinted in one volume because of 
special demand). The reports present a very comprehensive and complete analysis 
of the problems of depreciation in public utility regulation and set forth conclusions 
concerning the policies and practices which should be followed in respect thereto. 
326 pages, paper bound 

(1946) Methods of Pricing Retirements from Group Property Accounts 

1948) Letter Symbols for Mathematics of Depreciation 

1948) Half Cycle Methods of Estimating Service Life 

1950) Remaining Life Basis of Accounting for Depreciation 

1953) Report of Committee on Depreciation 
Interpretations of Uniform System of Accounts for Electric Utilities 

Cases Nos. 45 to 119 (1938 to 1953) 

Interpretations of Uniform System of Accounts for Gas Utilities 

Cases Nos. 1 to 80 (1938 to 1953) 

Interpretations of Uniform System of Accounts for Water Utilities 

Cases Nos. 1 to 65 (1938 to 1953) 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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Announcing... 
the first book of its kind 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 


The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 

preparation have been given attention. “Preparing for the Utility Rate 

Case” is a compilation of experiences taken from the records of 


actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 
cooperation of selected experts, to complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 


Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 


®& simplifying and speeding up rate case 
groundwork 


® saving time and expense of companies, 
commissions and other parties 

© cutting down “lag losses” 

®& aiding the consumer by making possible 
faster plant and service improvements 

® increasing the confidence of investors 


—all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 


These chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 

Public Relations and the Rate Case 

The Birth of Utility Company Rate Opposition 
The Grand Strategy of the Rate Case 
Selection and Function of the Attorney 

The Mechanics of Rate Case Preparation 
Proof of the Rate Base 


Completing the Rate Base; 
Working Capital 
Operating Expenses 


Operating Expenses, Continued— 
Annual Depreciation 


The Rate of Return 
Rate Adjustments—Allocations 


The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 


®& The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 











PROFESSIONAL DIRECTORY 


e This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, financing, design, and construction. » » 





THe American AppraisaAL Company 


ORIGINAL COST STUDIES @ VALUATIONS @ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 








BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 


Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 


28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 








$4 Ford, Bacon & Davis 
8D) va.vrons Engineers 21sitgsi 


NEW YORK @ CHICAGO e LOS ANGELES 








FOSTER ASSOCIATES 
CONSULTANTS TO PUBLIC UTILITIES AND COMMON CARRIERS 


FAIR RETURN RATE CASES MARKET ANALYSES 
RATE DESIGN COST ANALYSES FINANCIAL ANALYSES 





88 CHESTNUT STREET, RIDGEWOOD, N. J. 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL Ino. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS — SAN ANTONIO 











ENGINEERS © CONSULTANTS © CONSTRUCTORS 
READING, PA. 


© WASHINGTON @ ROME 
FOUNDED 1906 © PHILADELPHIA @ MANILA 
@ NEW YORK @ MEDELLIN 


G fs) GILBERT ASSOCIATES, INC. 








W. C. GILMAN & COMPANY 
CONSULTING ENGINEERS 


Valuations — Depreciation Studies — Rate of Return 
Investigations and Reports for Financing 
Transit and Traffic Surveys — Fare Studies 
55 Liberty Street New York 5 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street @ CHICAGO e Telephone HArrison 7-8893 


Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Kingswood 0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE e COLUMBUS, OHIO 











Mention the FortNIGHTLY—I¢t identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 





She huljian Coporalion 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 2}, PA. 








William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
- Utility Management Consultants Specializing in REGULATORY 
A 
aie COST ANALYSIS “sain 
for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis to Management"’ 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








CHAS. T. MAIN, INC. 
Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET ses BOSTON 10, MASS. 




















RATES TAXES 


SAFETY MIDD LE WEST FINANCE 
PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
PERSONNEL Co ACCOUNTING 
ENGINEERING e SALES PROMOTION 


STOCK TRANSFER PUBLIC RELATIONS 








20 N. WACKER DRIVE, CHICAGO 

















SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 







CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 





(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





: > Complete Services for Gas 
Industry's {~ . and Electric Utilities « Designing 
Partner 4° J.F. Pritchard & Co. e Engineering ¢ Construction 
: « Alterations « Expansions 
for Progress { » |ENGINEERS @ CONSTRUCTORS 4 Modernization + Surveys Plans 
é ae ¢ Piping « Equipment « Steam 


* @ Dept.415,210W. 10th St, Kansas Cty5,Mo. _or Diesel Power Plants 





THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
HE Offices in Principle U.S. and Canadian Cities 
in Power Plant Design and Construction 
iN Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 














SANDERSON & PORTER 
ENGINEERS & 
AND 


CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 
DESIGN — CONSTRUCTION HANDY-WHITMAN INDEX 
for Public Utility 
REPORTS — VALUATIONS Construction Cost Trends 
Including Hydro-Electric Properties 
BALTIMORE 2, MARYLAND 








1304 ST. PAUL STREET 





Mention the FortNicHTLY—I¢ identifies your inquiry 








PUBLIC UTILITIES FORTNIGHTLY—MAY 7, 











PROFESSIONAL DIRECTORY (concluded) 





ALBRIGHT & FRIEL INC. 


Consulting Engineers 
Water, “panes and Industrial Wastes Problems 


City Planning. Reports, ‘Appraisals and Rates 
Laboratory 


121 SOUTH BROAD ST. PHILADELPHIA 7 








LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DEBSIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 8, Illinois 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatig St., Cricaco 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anb SERVICE CO. 
327 So. LaSalle $t., Chicago 4, IIL 





LUTZ & MAY 


Consulting Hngineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


HARRISBURG, PENNSYLVANIA 


investigatlons—Reperte—Apopraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 





A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—I NDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHIcacGo Los ANGBLES 

















FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuations — Depreciatiow 
Investigations and Reports 


122 SoutH MICHIGAN AVENUB, CHICAGO 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 








Representation in this Professional Directory 
may be obtained at very reasonble rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D. C. 





Mention the FortNIGHTLY—I¢ tdentifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


*Abrams Aerial Survey Corporation 
Albright & Friel, Inc., Engineers 

*Allen & Company 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
*American Perforator Company, The 
American Telephone & Telegraph Company 
*Analysts Journal, The .... 

*Automatic Electric Company 


Babcock & Wilcox Company, The 
*Barber-Greene Company 
*Beaumont Birch Company 

Black & Veatch, Consulting Engineers 
*Blaw-Knox Company 

*Blyth & Company ... 
Boddy-Benjamin and Woodhouse, In 


Cc 


Carter, Earl L., Consulting Engineer 

Cleveland Trencher Co., The 

Columbia Gas System, Inc. 

Commonwealth Associates, Inc. ..........Inside Back Cover 
Commonwealth Services, Inc. ........... Inside Back Cover 
Consolidated Gas and Service Co. 


Day & Zimmermann, Inc., Engineers 
Delta-Star Electric Division, H. K. Porter Co., Inc 
Dodge Division of Chrysler Corp. 


Ebasco Services, Incorporated 
Elliott Addressing Machine Company, The 


F 


*First Boston Corporation, The 

Ford, Bacon & Davis, Inc., Engineers 

Foster Associates 

*Friez Instrument Div. of Bendix Aviation Corp. 


G 


Gannett Fleming Corddry and Carpenter, Inc. 3 
General Electric Company Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 

Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Co. . 

*Guaranty Trust Company of New York 


Haberly, Francis S., Consulting Engineer 
*Halsey, Stuart & Company, Inc. 
Harriman Ripley & Co. 

Hartt, Jay Samuel, Consulting Engineer 
Hill, Cyrus G., Organization, Inc. 
Hirsch, Gustav, Organization, Inc. .. 
Hoosier Engineering Company 


*International Business Machines Corporation 
International Harvester Company, Inc. 
Irving Trust Company 


*Fortnightly advertisers not in this issue. 


J 


Jackson & Moreland, Engineers 
Jensen, Bowen & Farrell, Engineers 
*Justrite Manufacturing Company 


K 
*Kellogg, M. W., Company, The 
*Kidder, Peabody & Co. 


*Koenig Iron Works 
*Kuhn, Loeb & Co. 


*Langley, W. C., & Co. 

Laramore and Douglass, Inc., Engineers 
Leffler, William S., Engineers Associated 
Lehman Brothers 

*Loftus, Peter F., Corporation 

Lougee, N. A., & Company, Engineers 
Lucas & Luick, Engineers 

Lutz & May, Consulting Engineers 


Main, Chas. T., Inc., Engineers 

Martin Publications 

*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service Co. 

Moloney Electric Company 

*Morgan Stanley & Company 

*Motorola Communications & Electronics, Inc. 


National Association of Railroad and 

Utilities Commissioners 
Newport News Shipbuilding & Dry Dock — ee 
*Nuclear Development Associates, Inc. ... ee 


*Petersen Engineering Company 
Pioneer Service & Engineering Company 
Pritchard, J. F., & Co. 


Recording & Statistical Corporation 

oooh ada) teeth. US ee 
Robertson, H. H., Company 

Rust Engineering Company, The 


s 


Sanderson & Porter, Engineers 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 

Sloan, Cook & Lowe, Consulting Engineers 
Ok, Cn a 
*Sorg Printing Company, The 

*Southern Coal Company, Inc. 

*Sprague Meter Company, The 


‘ U 
*Union Securities Corporation 
*United States Steel Corporation 


Ww 


Western Precipitation Corporation 
*Westinghouse Electric Corporation 
White, J. G., Engineering Corporation, The 

White Motor Company, The .... Inside Front Cover 
Whitman, Requardt and Associates 34 
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Reports 


Business Surveys 


INVESTIGATIONS 
REPORTS 
FINANCING 
ACCOUNTING 
TAXES 


INSURANCE 
PENSIONS 
DEPRECIATION 
VALUATIONS 


CONSULTING & DESIGN ENGINEERING | : 


RATES 

PURCHASING 

INDUSTRIAL & PUBLIC RELATIONS 
ADVERTISING 


Appraisals 


Only when you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


Commonwealth's specialists —with 
years of experience in financial work, 
engineering, taxes, insurance, and the 
many other phases of today’s business 
activity will analyze the many factors 
affecting the operations and future 
outlook of a given business or industry. 


As a preliminary to investment; to ob- 
tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


*“*A man's judgment 
‘ is no better 
yA than the facts 


at his command..." 


GET THE FACTS! 


LD «' 


We invite your inquiry, Write for our booklet 
describing in detail the many services avail- 
able to you. 

Address: Department E 

20 Pine Street, New York 5, N.Y. 


COMMONWEALTH ASSOCIATES INC. 


204% ne Sheed. New York 5 MY. 
fucks, Michigan Wishinylo. DC. 











MANAGEMENT SELECTION AND TRAINING by 
WISCONSIN ELECTRIC POWER was designed to 
meet the increasing need for good management 
material through special training, careful place- 
ment, rotation, and promotion of selected men, 
thus assuring enlightened and efficient public 
service through the provison of a constantly high- 
grade staff of executive personnel. 


rae 


am 


OPERATING AND COMMUNITY ACHIEVEMENT 


by CLEVELAND ELECTRIC ILLUMINATING CO. 
has resulted from the application of modern and 
progressive management Regular 
courses are an integral part of the CEI program. 
In addition to meeting problems of growing 
complexity from rapid expansion and increasing 
costs, as well as effecting reduced operating 
costs, the company has also broadened executive 
participation in civic and community activities. 


principles. 


PIONEER ENGINEERING of AMERICAN GAS & 
ELECTRIC has helped electric utilities maintain low 
prices for electricity while constantly improving 
service. Dynamic engineering policy, discussed in 
such meetings as above, pioneered in 1953 first 
330,000-volt transmission the U.S. and 
plans for the first generating equipment utilizing 
steam above its critical pressure, 


line in 


'. Se we ewe ee ee 


CITATIONS FOR THE FIVE NOMINEES competing for the 1953 Coffin Awa 
W.H. Sammis, President of EEI (left), and R. J. Cordiner, President of G.E. The 
outstanding operating and community achievement will be presented on June 2 


Coffin Award nominees 
score new records of service 
and management achievement 


Five electric utilities have been nominated to compete for this yg 
Charles A. Coffin Award—the industry's highest honor—on the bas 
significant achievements during 1953. Each company has receiv 
citation from Edison Electric Institute. General Electric, as donor 
Coffin Award, salutes their outstanding efforts—a lasting tribute to 
entire industry. General Electric Co., Schenectady 5, N. Y. 


MORE POWER TO AMERICA 


GENERAL @® ELECTRIC 


are sign 
offin Awa 


‘+P MENT was 
ice concep 
ER, Their 9 
ut Develop 
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ley Progra 
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g industry. 


OVER-ALL REGIONAL DEVEL‘ 
ognized as a basic public s 
CONNECTICUT LIGHT & PO’ 
participation in the Connec 
Credit Corp., whose boar 
shown, and the Connecticut \ 
marshalled the co-operative ' 
enterprise for new and expan 


WATER RESOURCE DEVELOPMENT re- 
ported to community leaders by TEXAS 
ELECTRIC SERVICE in conjunction with its 
own power development program is evi- 
dence of farsighted, aggressive civic leader- 
ship. A serious and challenging emergency 
was met, and adequate water resources 
assured for continuing regional growth, 





